



































THE MICHIGAN MUTUAL 
ALL.SERVICE AUTOMOBILE POLICY 


Wins friends ... and holds them 


When one of our new policyholders checks up on the 
many features of our policy—and finds that, in addi- 
tion to his full car coverage, that he is protected with 
Personal Accident Insurance up to $2,500.00—that he 
is allowed $25.00 weekly for temporary disability — 
that he is entitled to a most liberal Emergency Road 
Service anywhere in United States or Canada—that he 
has full Club Touring Service and free License Plate 
Service—well—he then realizes what a big value, mod- 
ern protection-and-service policy he’s got. One year’s 
operation under it and he gives us his renewal—for no 
other automobile policy offers him as much. 
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MICHIGAN 
LIABILITY 





Non-Assessable O25 Dividends 
and ‘ . - nena! More Than 
Dividend Paying a = —— $4,000,000.00 
District Offices (General Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron Ionia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek Alpena Owosso 


Toledo, Ohio 


Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 


Workmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 
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The depression has high-lighted 
and dramatized the saving of- 
fered by mutual fire insurance, 
with the result that many 
additional important risks have 
joined the mutual ranks. 
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are general fire insurance carriers 


Western Millers Mutual Fire Insurance Co... . Kansas City, Mo. 


Ohio Millers Mutual Insurance Co........... Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co.. . . . Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co.... . . Des Moines, Iowa 
Millers Mutual Fire Insurance Co............ Harrisburg, Pa. 
Millers Mutual Fire Insurance Co......... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co... . Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association......... Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co. . . Indianapolis, Ind. 
Millers National Insurance Co................. Chicago, Ill. 


The MILL MUTUALS are 
general fire insurance carriers. 
MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. 23 
A service organization maintained by the 
Mill Mutuals 


Chicago, Ill. 
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Strength, Service and Safety at a Saving 


au 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


% MM 
Offices From the Atlantic to the Pacific 


— Gale & Stone, Boston Justin Peters, Philadelphia “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco, 
~ Los Angeles, Vancouver, Portland, Spokane. - 
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SAMUEL S. BREWER 
<a February 28, 1H80--IJuly 5, 1932 ae 


Vice-President and General Manager of the 





Interboro Mutual Indemnity Insurance Co. 


President of the National Association of Mutual Casualty Companies 


Goinc down as he did in the midst of a life crowded with events, Sam Brewer leaves 
a memory of vital courage, of breadth of intellect, of business vision, of rich character, 
and beyond all this, of lovable personality that will remain through the years with his 
myriad of friends. 
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About the Insurance World 


Brief Review of What Is In the Magazines and In the Mail 
Which Comes to the Editor’s Desk 


A New Slant on “WHY don’t you 
“Bankruptcy” establish a routine 

of starting off your 
first page with a sprightly quotation 
or two,” asks a good friend of the 
Journal. Well, in the first place there 
are too many routines already and 
a routine is often only another name 
for a rut, but not wanting to seem 
prejudiced in the matter here is an- 
other paragraph gleaned from general 
reading. It comes from Marlen Pew’s 
“Shop Talk at 30” in the “Editor and 
Publisher.” 

Dr. Frederick L. Hoffman, consulting 
insurance statistician, writes in The 
Spectator, that in 1931 almost 20,000 
citizens of the United States killed them- 
selves, 12,000 were murdered and 35,000 
were killed in automobile accidents. The 
suicide rate was 20.5 per 100,000, highest 
in the present century except for the 
years 1908 (depression) and 1914 and 
1915 (World War). 

Many sick and poverty-stricken people 
kill themselves, but the shameful feature 
of the suicide record during the three 
years of depression is the immense number 
of people who have blotted out their 
lives (often by leaps from tall buildings) 
because they could not bear the pangs of 
losses in speculative business, though 
they were in full health and were no 
worse off financially than many millions 
of good citizens who managed to live 
even happily on little or nothing in the 
way of material satisfaction in the years 
of 1928-29. Surely, man builds on sinking 
sand when he relies upon mere worldly 
goods to sustain his contentment. He is 
poor indeed who possesses no moral re- 
serves, not even enough humor to sneer 
at the crazy ups of such insupportable in- 
flations as that of four years ago and 
laugh at the even more insane deflation 
of the present moment. The cockeyed 
extravagance of both of these economic 
extremes amuses people who are able to 
analyze the “system,” even if their own 


fortunes are involved, but it spells awe 
and sometimes death to the gullible 
wretch who thought God was on His 
throne when Steel common sold above 
par and that the eternal verities were set 
at naught when American Can sank to 
34%. What the rich window-leaper 
thinks, of course, is that without dough 
his wife will no longer love him, he will 
forfeit the respect of his children, the 
stuffed shirts at the club will pity his 
failure and look askance, and he will be 
deprived of what he has considered his 
ease and prominence. It seems never to 
occur to such an unfortunate that if his 
loves and honors were contingent only 
on his possessions, as a man he has al- 
ways been bankrupt. Freedom from such 
false friends and futile positions should 
be a relief, rather-than woe weighing 
him to disgraceful self-destruction. In 
times like these moral values become ap- 
parent. Character counts. 


Col. Dunham A _few good things 


Gives Excellent do-come out of 
Advice to Hartford, Con- 
Agents necticut, after all. 


For instance, a re- 
cent address by Commissioner How- 
ard P. Dunham of that state before 
the General Agents’ Association 
meeting in the stock company capital 
of America, contained the following 
very keen paragraph: 


“The future agent will have to give 
more attention to his business, more 
attention to risks he insures; he will 
have to know more about insurance 
and devote more time to the work, 
and in the end he will profit as well 
as his company. He will have the 
greatest opportunity to prove his nec- 
essity and worth. It will be in a real 
sense survival of the fittest, for no 
company will employ an agent with 
a consistently poor loss record.” 


Of course, the mutuals have from 
the beginning insisted that their 
agents be of that high caliber and it 
is very likely that the more the stock 
insurance agent improves the more he 
will see the futility of opposing the 
mutual idea. Fundamentally an 
agent’s duty is to serve’ his client as 
well as his company, and to meet both 
of these conditions mutual insurance 
is recognized as the ideal solution. 


Fireman, Fireman, NOT long ago 
Who's Got a we had a good 
Fireman? laugh out of an 

item reciting the 
custom in the early days of fire insur- 
ance companies when fire marks were 
used to designate the property pro- 
tected by different companies. The 
object was to acquaint the fire depart- 
ment with the fact of whether prop- 
erty which was seen to be burning 
was owned by this or that insurance 
organization. Each company’s fire 
laddies attended to putting out flames 
in buildings protected by their own 
brand of coverage, and if somebody 
else’s property burned up while the 
so-and-so fire engine company stood 
by, it was just too bad and nothing 
could be done about it. 


It seems, however, that the laugh is 
not entirely on the fire companies of 
other days since, according to an 
item in the Weekly Underwriter, a 
similar incident recently happened in 
South Orange, New Jersey, which is 
adjacent to the city of Newark. It 
seems a fire started in the underbrush 
near a college in South Orange and 
the suburb’s firemen responded to an 
alarm and after some discussion as 
to jurisdiction put the blaze out. The 
Newark department was notified how- 
ever that the South Orange Depart- 
ment did not wish to be bothered if 
the fire should break out in the fu- 
ture. In the course of time the under- 
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brush began to burn again, and the 
neighbors remembering the former 
controversy called on Newark for 
help. But someone also called South 
Orange, and the two departments 
arrived practically at the same 
moment. 

The ensuing debate was long and 
arduous and only lacked Robert's 
Rules of Order to make it a real 
parlimentary discussion. Meantime, 
the fire burned brightly and finally 
some practical soul among the fire- 
men thought that the best point of 
order to be raised would be in the 
form of a few streams poured on the 
flames. The question was still un- 
decided but the fire was eventually 
quenched and the inhabitants of the 
district breathed a sigh of relief 
while returning to their homes pon- 
dering on the curious ways of human 
nature. 


Canadian Life THE Dominion 
Companies Must of Canada is 
Limit Investments placing a limita- 
in Common Stocks tion on the com- 

mon stock hold- 
ings of its life insurance companies 
according to the terms of a new in- 
surance bill which passed the House 
of Commons at Ottawa on May 23rd. 
Canadian life insurance companies 
will be restricted from investing more 
than fifteen per cent of their assets 
in common stocks. If they have a 
higher percentage now placed in com- 
mon stocks they will not be allowed 
to purchase any more common stocks 
until the percentage of their invest- 
ments in this type of security is below 
the limitation. 


Up until 1929 there was a good 
deal of agitation for liberalizing the 
investment restrictions on American 
life companies to allow them to com- 
pete with the Canadian companies 
but the events of the last two years 
have altered this opinion somewhat 
and the Canadian government is now 
adopting restrictions similar to those 
of the United States. 


Auto RatesCut CHANGES inthe 


in Ten States writing of auto- 
mobile fire and 
theft and collision insurance went 


into effect June 6th in [llinois, lowa, 
Kentucky, Minnesota, Nebraska, 
North Dakota, Ohio, South Dakota, 
Tennessee, and Wisconsin. They are 
set forth in the first supplement to 
the 1932 manual of the National 
Automobile Underwriters Associa- 
tion. The changes apply to the $100 
deductible collision premiums for 
private and commercial automobiles ; 
commercial automobile fire rates; 


interurban truck collision premiums ; 
method of rating dealers’ forms 1A 
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and 3; rule changes and territorial 
realocation. 


Massachusetts Has THE Massa- 


Property Damage chusetts Senate 
w passed the so- 
called “Finan- 


cial Responsibility Bill” on June 7th. 
This measure, previously passed in 
the House, provides that a person 
causing property damage with an 
automobile will be ruled off the road 
if he fails to satisfy judgment against 
him within sixty days. 


Garages Proposed GARAGE sec- 
in Public Buildings tions in build- 

ings of any class 
of occupancy are proposed in the re- 
port of the Committee on Garages to 
be presented at the 1932 annual 
meeting of the National Fire Protec- 
tion Association in Atlantic City. 
The Committee, recognizing the seri- 
ousness of the traffic problem and 
the need for conservative action on 
the traffic situation as a measure of 
conservation of life and property, 
recommends a liberalization of garage 
regulations to permit parking garage 
sections in buildings in all classes of 
occupancy and thus to relieve street 
congestion. The report says in part: 


“It is plain that if the automobile, if 
commercial vehicle or pleasure car, is to 
be of value and its economic use main- 
tained, provisions must be made to take 
it into our business and theatrical dis- 
tricts. On the other hand, it must be rec- 
ognized that the street is not the place to 
park cars, neither should it be used for 
the continuous loading and unloading of 
trucks. It follows then that if the car 
must be taken off the street when not in 
use parking facilities must be provided by 
practically all kinds of business for their 
patrons and others doing business with 


them. , 


“The large parking garage has its place 
in the solution of this problem, but be- 
cause of the high land values in the dis- 
tricts where such garages are most needed, 
the parking charges necessary to make a 
reasonable profit are so high as to largely 
discourage their general use by the public. 


“To bring about the desired result the 
average city must change its legislation 
regarding storage of automobiles. Such 
restrictions as prohibiting a garage within 
500 feet of a school, church or other place 
of assembly must be removed if parking 
on the streets is to be ruled out and the 
use of the streets confined to traffic. 
Since the date when the present restrictive 
laws and ordinances had their inception 
there have been improvements in design 
and construction of the internal combus- 
tion engine and material reduction in the 
volatility of the gasoline used for fuel. 
As a result of the widespread service sta- 





tion facilities of the oil industry, there is 
little storage in handling of gasoline in 
the present day garage. Vulcanizing is 
rarely found in garages and this and other 
hazards, such as carbon and lead burning, 
can be suitably guarded.” 

The liberal provisions for the in- 
clusion of garage sections in build- 
ings of all occupancies are accom- 
panied by strict requirements for 
building construction, segregation of 
the garage and other occupancies, 
automatic sprinkler and other protec- 
tion and good maintenance. Copies 
of the report may be obtained on re- 
quest from the National Fire Pro- 
tection Association, 60 Battery March 
Street, Boston, Mass. 


Compensation ACCEPTANCE 
Inquiry in has been announced 
New Jersey by the State Labor 


Commissioner, 
Charles R. Blunt, of an offer by the 
Casualty Underwriters Association of 
New Jersey to investigate and recom- 
mend changes in the practice and 
procedure in handling workmen’s 
compensation cases. 


The personnel of the survey group, 
as designated by Walter A. Schaefler, 
President of the organization, in- 
cludes Byron Conklin of O’Gorman 
and Young, Chairman; E. C. Graff, 
Branch Manager of the General Ac- 
cident Assurance Company, and Wil- 
liam C. Billman, Secretary. 


Clarify Missouri ACCORDING 
Compensation Laws to a decision of 

the Missouri 
State Supreme Court the provision of 
the Missouri Workmen’s Compensa- 
tion Act which declares that all em- 
ployers of ten or more persons are 
presumed to have come under the 
Act does not require that all ten 
workers be employed in Missouri. 
In the case in question the employer 
had its main headquarters in Illinois 
where it had more than ten employ- 
ees. The plaintiff, widow of a de- 
ceased employee in Missouri, filed a 
claim for compensation for the death 
of her husband. This was allowed by 
the State Workmen’s Compensation 
Commission but upon appeal was set 
aside by the Jackson County Circuit 
Court. The Supreme Court reversed 
the judgment of the Circuit Court. 
The case is entitled Elsas v. The 
Montgomery Elevator Company, et 
al. 
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Says Mutual Plan 
Might Solve 
Stock Problems 


W. S. CRAW- 
FORD, Insur- 
ance Editor of 
the New York 
Journal of Commerce, told members 
of the American Association of In- 
surance General Agents at their Hart- 
ford meeting that the continual in- 
crease in expense ratio to some execu- 
tives is a greater problem than the 
effect of depreciation of securities on 
surplus. The constant rise of ex- 
penses has worried executives and 
Mr. Crawford said, “One friend of 
mine even predicts that eventually 
the stock companies will be forced to 
mutualize and to abandon the agency 
system.” 

The steady rise of expenses is 
shown from the records of the com- 
panies. From 1860 to 1870 the aver- 
age expense ratio was 31 per cent; 
in 1900, 37 percent; in 1920, for na- 
tional board companies, nearly 46 per- 
cent; and in 1930, 56 percent. 

In 1930 as compared with 1903, 
Mr. Crawford stated, the average 
price for $100 of insurance had come 
down nearly a third and the losses for 
$100 of insurance had been reduced 
to about the same rate, but the ex- 
pense ratio, figured against the pre- 
mium income based upon the reduced 
average rate, had gone up about one- 
third. 


Company May 
Rebuild Despite 
Valued Policy Law 


A fire insur- 
ance company 
has the option 
to rebuild a 
building totally destroyed by fire de- 
spite the provisions of the valued 
policy law, the State Supreme Court 
has just held in the case of Curo v. 
The Citizens Fund Mutual Fire In- 
surance Company. 

A Minnesota standard fire insur- 
ance policy had been written covering 
a dwelling house totally destroyed by 
fire for which a claim for $4,000 was 
made. The insuror elected to rebuild 
but the plaintiff obtained a temporary 
injunction restraining the defendant 
from entering upon the property to 
rebuild, insisting upon her right to 
the full proceeds of the policy in cash. 
The lower court upheld this conten- 
tion but it was reversed by the Su- 
preme Court, which held that the 
statutory standard policy qualifies the 
valued policy requirement by permit- 
ting the insurer to repair or rebuild 
the insured property in case of any 
loss or damage including total losses. 
The court said there was no conflict 
between the language granting the 
option and the provisions placing the 
recovery for total loss under a valued 
policy at the amount of insurance. 

The purpose of the option to re- 
build “is to prevent over-insurance as 
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a temptation to incendiarism” the 
Court said, and this “would be much 
hindered if, under a long-term valued 
policy, buildings had depreciated far 
below policy value and the insurer, 
notwithstanding, should be denied its 
option to rebuild after total loss.” 
W. H. G. Kegg FOR the fourth 
Elected Head of consecutive time 
Ohio Mutual W. H. G. Kegg, 
Insurance Union _ Secretary of the 
Lumbermens 
Mutual Insurance Co. of Mansfield 
was re-elected president of the Ohio 
Mutual Insurance Union at its recent 
annual meeting. Mr. Kegg was also 
named as co-chairman of the Ar- 
rangements Committee for the Mutual 
convention at Columbus this fall. 
Other officers elected included Dale 
Horner, Mansfield, Secretary-Treas- 
urer, and H. F. Duesing, Springfield, 
Vice-president. 


West Virginia ADDED to the 
Agents Discuss _ natural growth of 
Competition mutual insurance 


purely because of 
its quality, there has been of recent 
months much business coming to the 
mutuals in certain centers heretofore 
dominated by stock interests, because 
of the latter’s policy of increasing 
rates. This situation was brought to 
the attention of the West Virginia 
Association of Insurance Agents by 
Harlan Justice, Secretary of the 
Association, in his report at a recent 
convention. He urged the agents to 
learn as much about mutual insurance 
as those who sell it, which seems to 
us to be advice looking toward a 
general scramble away from stock 
company representation. 

A. Gordon Merry of Huntington 
spoke on mutual and reciprocal com- 
petition “as we meet it in West Vir- 
ginia,” urging members not to spend 
their time trying to get business al- 
ready being served by a stock agency 
but to induce those now using mutual 
insurance to place their business in 
stock companies. 

The Association went on record as 
favoring an agents’ qualification law 
and an attempt will be made to pass 
it at the next session of the legisla- 
ture. This may be an innocent ges- 
ture, but it will bear watching. 
Sudden Death of WORD came to 
Samuel S. Brewer us as we were 

about to mail this 
issue that Samuel S. Brewer, Vice- 
President and General Manager of 
the Interboro Mutual Indemnity In- 
surance Company and President of 
the National Association of Mutual 
Casualty Companies, died on July 5th. 
Mr. Brewer was stricken with heart 
failure while at work at his desk. His 
picture appears on page four. 
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New Jersey Fidelity THE New 


Company Sum- Jersey Fidelity 
moned Before and Plate Glass 
N. Y. Court Insurance 


Company, 
which is in process of liquidation, has 
been ordered to show cause in the 
supreme court of New York County, 
first judicial district, why Superin- 
tendent of Insurance George S. Van 
Schaick should not take possession 
and conserve the assets of the com- 
pany in New York state for the bene- 
fit of creditors and stockholders. 


I. C. N.A. THE future of the 
Resigns From Inland Marine Un- 
I. M. U. A. derwriters’ Associa- 


tion is again threat- 
ened as the result of the action of the 
Insurance Company of North Amer- 
ica in tendering its resignation June 
Ist to be effective September 1st. 
The North America’s action is said to 
be due to its objection to excess com- 
missions which a number of compa- 
nies have been paying on some lines 
in order to obtain other accompanying 
inland business. : 


This is the second major crisis in 
the life of the I. M. U. A., the first 
occurring when the St. Paul Fire and 
Marine filed its resignation because 
of its dispute over furriers’ custom- 
ers’ business. This was settled by 
compromise and it is quite probable 
that the I. M. U. A. in order to pre- 
serve its own existence will take some 
step to meet the criticism offered by 
the North America. : 


The North America in its letter of 
resignation declares the I. M. U. A. 
appears unable to carry out its duties 
expressed in the agreement on which 
it was founded. 


Unemployment THE unemploy- 
Insurance inthe ment insurance 
Limelight Again plan proposed by 
Gerard Swope of 
the General Electric Company has 
been adopted by the National Elec- 
trical Manufacturers Association. It 
is the first definite measure sanc- 
tioned by a body of manufacturers 
to meet the obligation of employers 
to provide unemployment protection 
for employes. Both employers and 
employes contribute to a common 
fund, from which will be drawn the 
necessary amounts needed for unem- 
ployment relief. All employes who 
have served twelve months and 
whose full time wages are not more 
than twenty-five hundred dollars a 
year are included in the scheme. 


The National Electrical Manufac- 
turers Association has three hundred 
member companies, with a total out- 
put comprising from eighty-five to 
ninety per cent of the purely electrical 
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products of the country. Ultimately 
about two hundred workmen may be 
affected by this plan. 

No employer may adopt the plan 
without the consent of at least sixty 
percent of the workers affected. Con- 
tributions by the employes will 
amount to one percent of their annual 
wage over a period of five years. 
Those whose earnings are less than 
half of normal are exempted. The 
company matches the contributions 
of its employes. It is necessary that 
dues be paid for six consecutive 
months before the worker is entitled 
to any benefits from the fund. 

Two unemployment conditions are 
recognized—normal and emergency. 
An emergency begins when payments 
from the fund exceed two percent of 
the normal pay rate of all participat- 
ing employes. Under normal condi- 
tions, a participating employe, after 
two weeks of unemployment, receives 
fifty percent of his normal average 
earnings, but not more than twenty 
dollars a week for a period not ex- 
ceeding ten weeks in any twelve con- 
secutive months. Special provisions 
are made for part time unemploy- 
ment. 

Under emergency conditions, pay- 
ments are made to employes laid o~ 
or working part time. After any 
residue of normal contributions has 
been exhausted, payments are made 
in amounts and for periods of time 
determined by the administraiuis and 
based on the financial needs of the 
applicant and the funds available. 

With the announcement of an 
emergency, normal contributions and 
payment cease. All company em- 
ployes, with the sole exception of 
those receiving fifty percent or less 
of normal, must begin to contribute 
one percent of their pay. This in- 
cludes those not eligible for benefits 
such as company officers and em- 
ployes earning more than twenty-five 
hundred dollars or those of less than 
one year’s standing. Participating or 
nonparticipating, all workers of 
whatever department, must contrib- 
ute. 

Whether this is the solution of the 
problem of unemployment is, of 
course, yet to be seen, but the gen- 
eral adoption of some such plan by 
various branches of industry would 
do a great deal to forestall the devel- 
opment of sentiment which might 
easily result in the adoption of im- 
mature legislation. 

Merged Company IN a recent 
Needs New License opinion rendered 
in Mass. to Merton L. 

Brown, Commis- 
sioner of Insurance in Massachusetts, 
the General holds that a 


Attorney 
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new company which results from a 
merger of two companies already 
licensed in Massachusetts must still 
ask for a license and pay the usual 
and customary fees. The question 
was raised by the merger of the Lin- 
coln Fire Insurance Company with 
the Chicago Fire and Marine Insur- 
ance Company to form the Lincoln 
Fire Insurance Company of New 
York. Mr. Joseph E. Warner, the 
Attorney General, states “that the 
corporation formed by the merger of 
two other corporations is a new cor- 
poration, not a mere continuation of 
either of the old corporations whose 
fusion resulted into its coming into 
being and although such new corpo- 
ration may, by virtue of the law of 
the state under which it was created, 
be vested with rights and properties 
formerly belonging to both of the old 
corporations, yet it is itself a new 
corporate entity. independent of the 
old corporations which it 
sprang.” * * * 


trom 


“It follows that the new corpora- 
tion resulting from the merger must 
itself be licensed under the laws of 
this commonwealth and fulfill the re- 
quirements of the statutes. Whether 
the name of the new corporation be 
the same as one of the old corpora- 
tions which merged is immaterial.” 
Some Casualty THERE are inter- 
Statisics esting and enlight- 

ening figures in the 

Exhibit for 1931 filed with the New 
York Department by the National 
Bureau of Casualty & Surety Under- 
writers. The following table which 
shows the earned premiums and in- 
curred loss ratios, excluding all claim 
expenses for the various casualty 
lines will undoubtedly be of interest. 
: Loss Ratio 





Line Premiums Per Cent 
EE EE $ 36,620,235 3.4 
Se 17,198,550 63.8 
SS err 173,211,099 60.3 
oe oO 51,408,236 40.3 
Compensation ..... 121,552,232 73.3 
Se 42,271,301 50.1 
Sree er 45,523,471 89.6 
Plate Glass .....<%. 10,541,247 38.6 
ae ree 30,510,833 38.6 
Steam Boiler ...... 6,905,752 10.9 
Engine and 

es See 3,793,319 19.3 
Auto P. DD. ... cscs 55,377,674 39.1 
pe” 8,623,121 53.7 
Other P. D. and 

Eee Sedo ee peels 2,499,756 Ee 
NE fas oa veh cs 2,636,452 80.9 
ST 992,475 7 | 
Miscellaneous ..... 967,481 53.3 

SEI ok. Kite cinloale $610,633,234 58.0 


GOVERNOR 
POLLARD has 
appointed Sam- 
uel L. Kelly of Richmond, R. R. 
Parker of Appalachia and Braden 
Van Deventer of Norfolk, to the 
Commission created by the 1932 leg- 


Insurance Com- 
mittee in Virginia 





islature to revise and codify the state 
insurance laws. Other members rep- 
resenting the legislature are: Dele- 
gates Wilbur C. Hall of Leesburg, 
C. C. Lauderback of Stanley and 
Thomas B. Stanley of Stanleytown 
and Senators Montague of Richmond 
and Wright of Tappahannock. 


Michigan Mutuals THE State Asso- 
Meet in Lansing ciation of Mutual 

Insurance Com- 
panies of Michigan held its annual 
meeting at the State Capital in Mich- 
igan. A very interesting and stimu- 
lating programe included an address 
of welcome by Honorable William 
M. Brucker, the Governor of Mich- 
igan and speeches on mutual insur- 
ance taxation problems by A. H. 
Myers and on ‘legislative representa- 
tive’ by Verne E. Moulton. A new 
feature of great value to the members 
who attended was the question-box 
discussion conducted by Milo A. 
White of Freemont. 

The meeting adjourned for lunch- 
eon in the Mutual Insurance Build- 
ing at Lansing at 12 and in the 
afternoon a program was arranged by 
the Commissioner of Insurance to 
occupy the attention of the delegates. 

The present officers of the Mich- 
igan association are: Edgar Burke, 
president ; Henry C. Ross, vice-presi- 
dent, and L. P. Dendeo, secretary- 
treasurer. 


Mutual Agents in THE Annual 
Convention Convention of 
Mutual  Insur- 


ance Agents will be held at the Cava- 
lier Hotel, Virginia Beach, Virginia, 
on July 14th and 15th. A number of 
very prominent personages in both 
the agency and company field will ad- 
dress the delegates. The number of 
insurance agents throughout the south 
has been steadily growing and it is 
anticipated that this will prove the 
largest convention of mutual agents 
ever held. 

A Clergyman 
Should Watch 
His Step 


A clergyman has 
been denied com- 
pensation for an 
injury received 
while removing ashes from the par- 
sonage furnished by the church which 
employed him in a recent case cited 
by the New Jersey Supreme Court. 
The Court held that carrying ashes 
was not an incident of the claimant’s 
employment as a minister. The testi- 
mony disclosed that a deduction was 
made from the claimant’s salary for 
the use of the parsonage and that no 
janitor service for the house was 
furnished by the church, although it 
was used by members of the congre- 
gation for weddings and other parish 
meetings. 
(Continued on Page 18) 
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Protection for the Policyholder Begins Not When Emergencies Arise But Long Before When the Technical Side of 


Insurance Was Developed 


Insurance Education: Past and Future 


A Discussion of the Beginnings of Scholarly Inquiry Into 
the Fundamentals of Various Types of Underwriting 
and the Prospects for Future Progress. 


“NSURANCE has suffered from 
a lack of comprehension—both 
on the part of the public and of 

its own personnel. Perhaps the most 
important service to be rendered by 
educational progress is the develop- 
ment of greater understanding of in- 
surance, its uses and its methods. 
From such an understanding should 
come improvements in the adaptation 
of insurance’to personal and business 
needs and in the methods of conduct- 
ing the business of insurance carriers. 
There are various types of organi- 
zation, each working more or less 
independently, offering insurance in- 
struction. There are the colleges and 
universities, the Insurance Institute 
of America and its constituent socie- 
ties, the actuarial and other associa- 
tions based on specialized interests, 
educational departments of compa- 
nies, and the American College of 
Life Underwriters. There are also, 
of course, numerous institutions de- 
voted to propaganda, which like to 
think of themselves as “educational.” 


By RALPH H. BLANCHARD 


Professor of Insurance, Columbia University 
Editor McGraw—Hill Insurance Series 


The aims of these organizations 
vary all the way from training men 
for specific insurance jobs to devel- 
oping an understanding of the func- 
tions of insurance in society and in 
business and personal affairs. The 
personnel giving instruction includes 
the insurance man who gives an oc- 
casional talk to his employees and the 
professional educator who devotes 
his full time to the study and presen- 
tation of insurance principles and 
practices. Tools available for in- 
struction are found in the practical 
working devices of the business, 
forms, rules, reports, schemes of or- 
ganization, etc., in insurance periodi- 
cals, and in books. These tools are 
gathered together in certain centers 
in libraries. 

Facilities are available for the stu- 
dent who, with the aid of bibliogra- 
phies and outlines for study, desires 


to work on his own initiative, and 
courses of instruction, both personal 
and *by correspondence, have been 
organized for those who prefer to 
work under direction. 

A careful survey of the status of 
insurance instruction in colleges and 
universities has just been made.' Five 
hundred detailed questionnaires were 
sent to the leading colleges and uni- 
versities, from which 413 replies 
were received. These replies showed 
that a total of 337 insurance courses 
were offered in 146 different institu- 
tions. Of 236 teachers, 17 devoted 
their full time to insurance, and 219, 
part time. Eleven thousand enroll- 
ments were reported. All of -which 
shows that academic interest in in- 
surance is very considerable. 

Sut this interest is the product of 
a slow growth, and represents a 
broadening of the field of business 
education, for interest in the other 


1 Huebner, S.S. and David McCahan. ‘Insurance 
Instruction in American Universities and Colleges,” 
Annals of the American Academy of Political and 
Social Science, CLXI, 163. May, 1932 
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major fields is older and more gen- 
eral. The University of Pennsylvania 
was the pioneer with the establish- 
ment of courses in life insurance and 
in property insurance in 1904. It was 
closely followed by the Armour In- 
stitute of Technology and New York 
University, which added insurance to 
their curricula in 1905 and 1907 re- 
spectively. Since that time growth 
has been continuous, the greatest ac- 
tivity in the establishment of new 
courses being evident in the five years 
1925-1929 inclusive. 
> a 

HESE courses may be divided 

into four principal classes: (1) 
Insurance Principles or Risk and 
Risk Bearing, (2) Life Insurance 
and/or Related Fields, (3) Property 
Insurance (principally fire) and/or 
Related Fields, and (4) Casualty In- 
surance and/or Related Fields. Five 
universities? offer a full complement 
of courses, i.e., at least one in each 
of these classes. Six others* cover 
the specialized fields but offer no gen- 
eral course in principles. 

Analysis of the records for 179 
courses, the dates of establishment of 
which were stated, gives a picture of 
the development of interest in the 
subject of insurance. The following 
table presents the data: 
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justify the confidence of the public 
and employees by reliable tests and 
assurances of the competence and 
trustworthiness of persons engaged 
in insurance. 

To encourage and assist the study 
of any subjects bearing on any 
branch of insurance. 

To publish a journal and any other 
matter deemed desirable. 

To form a library for the use of 
the members of the institute. 

To offer money or other prizes for 
essays or research on any subject 
bearing on insurance. 

To devise and impose means for 
testing the qualifications of candi- 
dates for the certificates of the in- 
stitute by examinations in theory 
and practice or by any other tests 
and to grant certificates of qualifi- 
cations to the successful candidates. 


(b) 


~ 


(c 
(d) 
(e 


~ 


(f 


~~ 


(g) To establish an honorary member- 
ship and to take such appropriate 
action, not inconsistent with the 


laws of this state, as to the execu- 
tive committee may seem fitting and 
proper for recognizing and honor- 
ing work of distinction and particu- 
lar merit ift the field of insurance.‘ 


The Institute has 23 organization 
members, each an educational center 
for carrying out its purposes. It pub- 
lishes annually a syllabus of reading 
courses, encourages the organization 
of courses of instruction in the vari- 
ous centers, offers correspondence 
courses in fire and casualty insur- 
ance, sets examinations annually, and 








Date of 
Establishment General Life 
Ne a Or ore 17 10 
ee» eer 16 12 
py ES 27 17 
1990 amid site? ..cccscce- 21 9 
EL Rcescicces eienaere 81 48 


Number of Courses 


Percentage of 


Property Casualty Totals Grand Total 
10 4 41 23 
9 + 41 23 
14 5 63 35 
1 3 34 19 
34 16 179 100 








That academic authorities consider 
insurance a necessary part of a gen- 
eral business education is shown by 
the fact that the general course is re- 
quired to be taken by all students in 
the schools or departments of busi- 
ness of 12 institutions. Twelve oth- 
ers require such a course for all stu- 
dents in certain major groups. Un- 
dergraduates are permitted to elect 
insurance as a field of specialization 
in 28 institutions, graduates in 12. 

aralleling this academic develop- 
ment is that of the Insurance Institute 
of America, Inc., sponsored and con- 
ducted by insurance men for the 
following purposes : 

(a) To provide and maintain a central 
organization for the promotion of 
efficiency, progress and general de- 
velopment among persons employed 
in connection with insurance of any 
kind, whether members of the in- 
stitute or not, so as to secure and 


2Columbia, New York, California, Florida, 
Pennsylvania. 
3Indiana, Syracuse, Temple, Georgia, Kansas, 


Minnesota. 


provides for grading the examina- 
tions, the results of which determine 
the eligibility of students for the vari- 
ous rewards for sucgess which it 
offers. 

The organization members, located 
in insurance centers throughout the 
United States and Canada, maintain 
libraries and courses of instruction 
principally for their own members, 
who consist largely of insurance men, 
great and small. 

ooo 

HE growth of the work which 

the Institute is doing is shown 
by the increase in the number of stu- 
dents sitting for examinations. In 
1911, when the examinations were 
first held, 37 students sat for them, 
34 for fire insurance and three for 
casualty ; in 1932, 1,102 students sat 
for the examinations out of 1,604 
who registered. In this latter year 
the range of subjects covered prac- 
tically the entire insurance field, ex- 
aminations being given in casualty, 

*Charter, Sect. 3. 








fire, and life insurance, as well as in 
surety bonding. 

Not least of the facilities for in- 
surance education are the numerous 


libraries available to students. The 
Insurance Group of the Special Li- 
braries Association has prepared a 
valuable manual on “The Creation 
and Development of an Insurance 
Library’® in which are listed the 
principal insurance libraries of the 
United States and Canada, to the 
number of 79. Of these, 11 are main- 
tained for the general use of insur- 
ance men, while the remainder are 
mostly company libraries. 

It is beyond the scope of this arti- 
cle to present a complete survey of 
all types of educational efforts in the 
insurance field. Enough has been 
said to make clear the wide-spread 
and increasing interest alike of pro- 
fessional educators and of insurance 
men. Two questions may now be 
asked: What does this development 
mean, and what of the future? 

It seems to the present writer that 
the educational efforts thus far put 
forward represent an attempt to meet 
the need for an improvement on the 
old apprenticeship system of training 
for business, a need which flows 
from the increased complexity and 
extent of business, both insurance 
and other. Neither the business man 
who uses insurance, nor the man 
entering the insurance business can 
economically and thoroughly get a 
broad understanding of insurance 
from daily contacts incident to his 
practical work. 

When the uses of insurance were 
relatively few and simple, when busi- 
ness was done through personal con- 
tact between principals, when the 
head of an organization could ob- 
serve the work of his lowliest clerk, 
and when forms, methods, records 
and laws were neither numerous nor 
complex; then there was less need 
for education as an activity supple- 
mental to the daily routine. Further, 
had such education been attempted, 
no body of data, practices, formulae 
and regulations would have been 
found to exist on the basis of which 
courses of instruction could have 
been built. 


Present-day organization demands 
specialists, but specialists are narrow 
unless they seek some means of view- 
ing their specialty in perspective. 
One needs only to learn a few prac- 
tical rules to perform the routine task 
of examining daily reports for con- 
formity to the limits and other restric- 
tions of a given company. But it 


(Continued on Page 24) 


5 Obtainable from Special Libraries Association, 
345 Hudson St., New York, for $1.00. 
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Insurance Commissioners 


Meet In 


MPORTANT questions bearing 

on the financial structure of in- 

surance companies concentrated 
a strong focus of general interest on 
the meetings of the Executive Com- 
mittee and other committees of the 
National Convention of Insurance 
Commissioners at the Edgewater 
Beach Hotel at Chicago on June 22nd 
and 23rd. 

While the chief purpose of the 
gathering was to consider the valua- 
tions situation, a number of other 
subjects were discussed including in- 
land marine competition, the feasibil- 
ity of reducing requirements for re- 
serves other than life, examinations, 
fire classifications, increase of com- 
pensation rates, radio solicitation of 
life insurance, disability clauses in 
relation to life policies, and standard- 
ization of fire and windstorm and 
combination policies. 

Of this latter group of items the 
most vigorous debate was occasioned 
by the inland marine controversy. 
The complaint of the casualty compa- 
nies affected was voiced in a brief 
filed with the Commissioners, the ex- 
planatory introduction of which read: 

“The attention of the members of this 
honorable body is hereby respectfully in- 
vited to a situation confronting the casu- 
alty insurance companies and appearing 
to them to be fraught with dangerous 
possibilities. The ‘inland marine’ insur- 
ance carriers have been and are issuing in 
many of the states what they call Per- 
sonal Property Floater Insurance policies 
and which provide what is commonly 
(although seldom correctly) designated 
‘all risks’ coverage. Combining, as they 
do, fire, burglary, theft and other forms 
of insurance these policies are being issued 
to supplant existing policies of fire in- 
surance and theft insurance. 


Chicago 


“That at least one of these forms was 
designed for the deliberate and uncon- 
cealed purpose of displacing established 
fire and theft insurance policies would seem 
to be attested by the advertising literature 
distributed by one of the issuing companies. 
This advertising circular (a copy is at- 
tached hereto) is captioned : ‘Householders 
Personal Property Insurance’ and the 
policy form is described in the following 
modest fashion: ‘There is no other policy 
like it—one policy to cover all personal 


_property—one company for every claim— 


one expiration date.’ The circular goes on 
to state that: ‘The policy does not allow 
the Assured to carry any other insurance 
on the property. This must be emphasized 
at all times. Existing fire or burglary in- 
surance is taken care of by allowing a re- 
turn premium credit to the Assured for 
the period in which double insurance is 
carried. For example, our floater policy 
is issued as of March 15, 1931, for one 
year. There is an existing three year fire 
insurance policy for $5,000; the annual 
rate is 30c, or 60c for three years, attaching 
October Ist, 1930 to October Ist, 1933. We 
will allow a credit of $5,000 at 20c on ac- 
count of the existing policy, and our policy 
will then only contribute as an excess of 
$5,000 on fire losses. The fire insurance 
policy MUST be dropped at expiration. 
This saves the Assured from sustaining any 
loss due to short rate cancellation. The 
same method is used on Burglary Policies. 
To get this credit, we must be furnished 
with: (a) Name of Company, (b) Their 
policy number, (c) Amount of Policy, 
(d) Location where it covers, (e) Attach- 
ment date and expiration date of same, 
(f) Rate and premium.’ 


“Although the policy is called a ‘Per- 
sonal Property Floater Insurance’ policy, 
it includes insurance against damage to the 
residence caused by burglary, theft, larceny 
or robbery or attempt thereat. 


“The above-described form is being is- 
sued in about thirty states by many fire- 
marine companies which claim the right 
to issue it either because of permission 
granted by the Insurance Departments of 





-—" 





\) 


= x 


\ 


} Sn, 
= 17e2, 


iE] 





Insurance 
disapproved the 


such states, or because those 
Departments have not 
form.” 
Qowoo~w> 
Fyfe considerable debate a 
resolution was passed looking 
toward a clarifying of the situation 
by the Commissioners as follows: 
“Resolved, that this convention recom- 
mend that its member commissioners give 
serious study to the legality of the issuance 
of policies substantially affording all risk 
coverage on contents generally of dwell- 
ings; that in connection with this study 
attention be devoted to the possible violence 
done to the established fire insurance busi- 
ness and casualty insurance through dis- 
regard of mandatory standard forms and 
tariff rates as well as to the subject of 
license powers of the insurance companies 
doing business in the respective states in 
the writing of this type of coverage as 
either inland marine or personal property 
floater business.” 
a ea a 


HEARING which started out as 

if it would develop abundant in- 
terest but did not get very far beyond 
mere discussion was that having to 
do with the advisability of liberaliz- 
ing requirements for reserves other 
than life. Commissioner Kidd of In- 
diana made an excellent statement of 
the problem and invited speakers to 
present their ideas. W. B. Joyce, 
chairman of the National Surety 
said he would advocate such a meas- 
ure only for relief purposes, but un- 
der present conditions there was 
merit in the proposal that the states 
should allow reserves on a pure pre- 
mium basis. He gave as an example 
that a company having $10,000,000 
of reserves and an acquisition cost of 
32 percent under this plan could 
transfer $3,200,000 to surplus. Mr. 
Joyce also suggested that past due 
premiums which are now thrown out 
as assets should not be considered 
when reserve requirements are fig- 
ured. Especially in companies like 
his own, he said, a considerable por- 
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tion of the liabilities carried consists 
of bonds not subject to cancellation 
in order to release reserves should 
that action be needed. 

Lee J]. Wolfe, actuarial expert, said 
that one objection to the plan of re- 
ducing reserve requirements was that 
a company could not be sure of funds 
to reinsure should that step become 
necessary. In answer to that, how- 
ever, he pointed out that the commis- 
sion paid by the reinsuring company 
to the reinsured company on the deal 
could be cut down accordingly. As 
to Mr. Joyce’s idea that the past due 
premium situation should be liberal- 
ized, Mr. Wolfe expressed the opin- 
ion that this would likely affect agents 
who are already too easy in the mat- 
ter of collections and make one less 
argument the company could use to 
demand that premiums be paid 
promptly. 

These points did not please Mr. 
Joyce who immediately arose with the 
observation that in these days the 
commissioners must depend very 
largely upon the character of manage- 
ment rather than on_ technicalities 
brought up by actuaries. 

Commissioner Greer of Alabama, 
Herman L. Ekern, former Commis- 
sioner of Wisconsin and N. L. Had- 
ley of the New York department fur- 
ther discussed the subject pro and 
con and the debate finally led into the 
question of reserves on real estate 
mortgages. 

At this juncture Mr. Joyee again 
arose in haste to declare that such a 
subject was full of “dynamite” and 
that this is no moment to bring it up. 
Under ordinary conditions, he con- 
tended, money is often made on mort- 
gages but, he intimated, just now the 
authorities could impair the standing 
of every company in the business by 
requiring them to carry real estate 
and real estate mortgages at what 
could be realized on them at today’s 
market. 

The whole matter was left, at the 
end, for study by the committee to re- 
port at the October meeting of the 
commissioners. 

“one 

HE long awaited determination 

of the Convention’s attitude to- 
ward the valuation of securities was 
of necessity considered, for the most 
part in executive session, but Chair- 
man Van Schaick was generous with 
information to the public after a de- 
cision had been reached. The relief 
offered was in form of the suggestion 
that companies be allowed to amortize 
their bonds in making up their annual 
statements. A resolution sponsored 
by the New York Commissioner rec- 
ommending that the various State 
Departments use this plan in valuing 
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bonds not in default was adopted by 
both the Valuations Committee and 
the Executive Committee. The reso- 
lution reads as follows: 

“WHEREAS, the market price of gov- 
ernment, state, municipal and other amply 
secured bonds is widely at variance with 
their true value and intrinsic worth; 

“WHEREAS, for many years life in- 
surance companies have been permitted to 
treat such bonds as an investment so as to 
reflect par at maturity, which policy has 
proved to be wise, safe and equitable to 


life insurance companies and to the public 
alike ; 








The 
FALL MEETING 
of the 
NATIONAL CONVENTION 
OF INSURANCE 
COMMISSIONERS 
Will Be Held at 
DALLAS, TEXAS 
October 17th and 18th 
and at 
GALVESTON, TEXAS 
October 19th and 20th 




















“WHEREAS, many states permit such 
amortization of amply secured bonds by 
insurance companies other than life com- 
panies, in the sound discretion of the com- 
missioner or superintendent of insurance, 
whenever circumstances make such action 
appropriate ; 

“RESOLVED, that this Committee on 
Valuation of Securities of the National 
Convention of Insurance Commissioners 
hereby endorses and recommends to the 
National Convention of Insurance Com- 
missioners the principle of the amortization 
of amply secured bonds for all types of 
insurance companies under proper condi- 
tions; 

“FURTHER RESOLVED, that in the 
opinion of this Committee, present eco- 
nomic conditions make this an appropriate 
time for insurance commissioners and 
superintendents to permit such amortiza- 
tion; 

“FURTHER RESOLVED, that this 
Committee endorses and recommends legis- 
lation which would permit such amortiza- 
tion for all types of insurance companies 
in the sound discretion of the insurance 
commissioner or superintendent in states 
where such authority does not now exist.” 

In arguing for the resolution, 
Superintendent of Insurance George 
S. Van Schaick of New York stated 
that the proposed measure would be 
just to both the public and the policy- 
holders of the companies. He pointed 
out that the closing of an insurance 
company which is well managed and 
which has ample reserves and suf- 
ficient assets to pay its liabilities as 
they mature not only causes sacrifice 
and loss to policyholders and invest- 
ors, but also depresses the security 
market still further because of the 
necessity for forced liquidation, 

Superintendent Van Schaick ex- 





plained that current market prices on 
the various exchanges are not an ac- 
curate test of true value since by 
force of economic circumstances the 
exchanges have become mere auction 
blocks reflecting, for the most part, 
compulsory sales. The success of the 
amortization policy with the life com- 
panies was referred to and the neces- 
sity at the present time for such a 
move was clearly pointed out. The 
Commissioner said further : 

“Tf ever this discretion is to be exercised, 
it would seem as though the present is an 
appropriate time. The most intelligent 
financiers of the country realize and ap- 
preciate that the bond market has become 
a bargain counter. Any one having the 
slightest confidence in the future of the 
country and the country’s fundamental 
securities must appreciate that this situa- 
tien is a temporary one. 

“Tf the discretion of the various superin- 
tendents who have the power is exercised 
to permit the amortization of bonds of in- 
surance companies in addition to those in 
the life field, the safeguard of the public 
interests rests in the enforcement of the 
admirable provision of the statute that 
amortization is applicable only to bonds 
amply secured.” 


The New York Commissioner an- 
nounced that his Department had set 
up a statistical bureau for the ascer- 
tainment of information relative to 
the various holdings of the compa- 
nies so that complete and authentic 
information as to the various issues 
would be available. 

There was no opposition to the reso- 
lution and it was quickly adopted. 

ofGOwsf 

HE largest attendance at any of 

the committee hearings was on 
Thursday morning when the program 
for a rate increase on compensation 
business was brought up by the Na- 
tional Bureau of Casualty & Surety 
Underwriters representing the stock 
casualty companies. Considerable 
history lay behind the apparently 
routine submission of a request that 
the compensation rate in general be 
raised a flat 25 per cent. 

In the beginning the hearing had 
been called at the request of the 
stocks for the purpose of consider- 
ing a rate-making proposal that had 
not yet been presented to the National 
Council on Compensation Insurance 
although, according to all of the rules 
of ordinary procedure this body 
should have had the details of the 
program submitted to it first in order 
that its recommendations could be laid 
before the Commissioners. Also 
neither the committee nor anyone else 
had had an opportunity to examine 
the plan in its entirety up to the time 
when the proposition was presented. 

However, a well-founded rumor 
made it generally known that the 
stock companies had been working on 


(Continued on Page 25) 
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When the Fire Boats Are Gone and the Debris Is Cleared Away How Long Will It Be Before the Premises Are Usable? 


Use and Occupancy Up to Date 


Wider Recognition Being Given to This Form of Coverage Which 
Gives the Owner Peace of Mind After the Excitement Is All Over. 


IRST of all, let us see just what 
purpose Use and Occupancy in- 
surance serves. This form of 

coverage is chiefly concerned with the 
future. It protects tomorrow’s earn- 
ings. Use and Occupancy insurance as 
now written is based entirely upon 
estimates of these earnings. It pro- 
tects only the actual earnings that 
would have been made during the 
period required to restore the risk to 
operating condition following a fire or 
other casualty. In its essence, a Use 
and Occupancy insurance contract 
operates during a period of business 
suspension to provide the same net 
earnings that a business would have 
enjoyed had no such interruption oc- 
curred. Specifically, it pays the net 
profits that a business would have 
arned, also those earned business 
charges and expenses which would 
continue during a period of business 
suspension. It also pays any extra- 
ordinary expenses necessary to keep 
a business operating, if possible, after 
a fire, when by so doing the Use and 
Occupancy insurance loss to the in- 





Being a Paper Written 
By E. N. HARRIMAN 
And Read by 


G. A. IRONS 


At the Recent Underwriters Conference in Cleveland 


surer can be very materially reduced. 

Use and Occupancy insurance pro- 
vides protection which begins where 
ordinary fire insurance covering prop- 
erty damage loss leaves off, and it 
carries the profits and expenses along 
on the same basis as if no fire had 
occurred. A going concern, whose 
business is active and profitable, in 
many cases suffers a greater loss 
through interruption in business than 
by the direct damage to its physical 
property. 

There is an old statement to the 
effect that “Time Is Money” and if 
time is money, then loss of time 
means loss of money. 

Ordinary fire insurance provides a 
fund to replace physical materials de- 
stroyed by fire but it takes time to do 
this and this loss of time entails an 
interruption to business which is 


covered under what we ordinarily 
know as a Use and Occupancy insur- 
ance, policy. 
QOS 

NY legally established business is 

operated because of its earning 
power. Use and Occupancy insuraace 
is designed to.protect earnings. If 
the property of the assured be de- 
stroyed and he is prevented from 
making these earnings, either the busi- 
ness must be discontinued or liqui- 
dated or restored to normal. During 
the period of restoration, there are 
expenditures which must continue 
despite the fact that money to meet 
them cannot be earned during the shut 
down period. If there is no Use and 
Occupancy coverage, it may be neces- 
sary to plunge the concern into debt 
and possibly force it out of business 
by using the fire insurance money 
received for the destroyed property in 
an attempt to keep the business to- 
gether. 

R. G. Dun & Company, financial 
authorities, have compiled some sta- 
tistics to show the credit history of a 
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large group of merchants and manu- 

facturers who suffered fire loss. This 

investigation covered a period ex- 
tending from five years before the 
fire to several years after. The figures 

are of astonishing significance. 43% 

of these concerns, or nearly one-half 

of them, did not resume business. 

17% of them, before the fire, were 

able to furnish good financial state- 

ments but now are no longer able to 
do so. 14% of them suffered a re- 
duction of from 30% to 66 2/3% in 
their credit rating. Only 26% of the 
entire list were unaffected as to credit 
rating. It is, therefore, safe to say 
that, at least, three quarters of all 
prospects with whom you talk will 
find that their credit ratings will be 

seriously affected as the result of a 

fire. 

What I have said so far is merely 
intended to bring to your attention 
something that undoubtedly you al- 
ready know and that is, no going con- 
cern can afford to be without Use 
and Qeccupancy protection. The 
gloomy picture painted above, show- 
ing 43% of all concerns investigated 
going out of business as a result of a 
fire, could have been considerably 
brightened if Use and Occupancy in- 
surance had been carried. 

Some of the following remarks ap- 
ply to a large concern, some to a small 
one, and most to both. This form of 
coverage will do the following things, 
and are points of special interest to 
the President or Treasurer of any 
concern contacted. 

1. Make the position of the managing 
director more secure by permitting 
him to be in a position to announce 
to his partners, or stockholders, that 


dividends will continue and business 

be resumed. 

Make certain the 

executive salaries. 

3. Furnish sums _ for 
fixed expenses. 

4. Guarantee the bank and bond holders 


N 


continuance of 


the payment of 


the same interest payments they 
should have received, had there been 
no fire. 


un 


Guarantee the security of commercial 
loans which in a large measure de- 
pends upon the success of the busi- 
ness. 

These points invariably strike home. 
It is a peculiar trait in human nature 
that an appeal directed at an indi- 
vidual’s own good judgment is more 
effective than a more general appeal 
in the interest of the firm which he 
represents. 


owoo~w> 


T has come to our knowledge 
that many concerns have cancelled 
their Use and Occupancy insurance 
during this period of depression on 
the theory that their business was not 
making any net profit. We have told 
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them that businessmen must not lose 
sight of the fact that net profits repre- 
sent but a small portion of the pos- 
sible loss collectible under a Use and 
Occupancy contract and that Use and 
Occupancy insurance is probably of 
greater value when business is poor, 
since it is then much more difficult 
as a general rule, to resume normal 
business than during prosperous pe- 
riods. Even though no net profits are 
earned, it is possible that the fixed 
overhead expenses are being earned 
and a Use and Occupancy policy will 
pay for them during interruption, 
even if net profits were not being 
sarned before the fire. 

We should have clearly in mind 
the provisions of the Use and Occu- 
pancy policy and know exactly what 
the company is liable for. It provides 
that the company shall be liable for the 
actual loss sustained of net profits, 
if any, and/or ef such expenses and 
charges as must necessarily continue 
during a suspension of business but 
only (and this is important) to the 
extent that such charges and expenses 
would have been earned through the 
normal operation of the assured’s 
business, had no fire occurred. There 
are two phrases which should be care- 
fully noted: 

1. “Actual loss sustained.” 
2. “Which would have been earned had 
no fire occurred.” 

These two phrases are the real key- 
note to the situation. The policy pays 
only the assured’s actual loss sus- 
tained and does not cover the payment 
of anything in excess of that figure. 
Net profits, and fixed charges and 
expenses, are covered only insofar as 
they would have been paid by the 
continued operation of the assured’s 
business. We should not lose sight of 
these two very important points. 

Properly written, Use and Occu- 
pancy will do just as much for the 
policyholder, in case of loss, as his 
business would have done had no loss 
occurred. 

Because of the multiplicity of 
policy forms available and the ambi- 
guity of some of the causes contained 
therein, it is not strange that many 
so-called U and O specialists have 
differing opinions as to the proper 
interpretation of the policy. There 
was once a manufacturer who was 
approached by a U and O “expert 
(so-called) and was greeted by this 
remark from the manufacturer, “I 
doubt if there are six men in the coun- 
try who really understand Use and 
Occupancy insurance.” The “expert” 
retorted, “As soon as I finish explain- 
ing it to you, there will be seven.” 
It is too bad that we cannot all have 
this same self confidence with respect 
to Use and Occupancy insurance. 





There are three forms now com- 
monly in use: 
1. Per diem 
2. Weekly 
3. Coinsurance or contribution clause 
form. 
Qo > 


HE per diem form was the first 
type and each successively has 
been an improvement over the one 
preceding. Under the per diem form 
an assured was forced to estimate 
correctly in advance what his earn- 
ings for each day during the ensuing 
year might be, or he had to multiply 
his most productive or peak days by 
the number of operating days in a 
year to be certain of collecting his 
whole loss in case of suspension of 
business. The weekly form was a 
slight improvement because the esti- 
mate was based upon weekly amounts 
instead of daily amounts of produc- 
tion. The distinction drawn between 
minor fluctuations was not so fine. 
The coinsurance clause or contribu- 
tion clause form made it necessary for 
the assured only to guess at his an- 
nual earnings and insure accordingly. 
It was necessary under the per diem 
form to make 300 guesses—(52 under 
the weekly form and only 1 under 
the contribution clause form) but 
there is danger in making up values 
at the time of placing insurance be- 
cause the coinsurance requirement is 
for an estimate of conditions which 
will prevail for 12 months after the 
casualty occurs. There are no con- 
crete facts obtainable in advance upon 
which to justify the estimate so made. 
Insurable values arrived at in this 
manner are only estimates, and wide 
variations in accounting methods 
serve only to complicate matters still 
further. Once these values are fixed, 
they remain unchanged throughout 
the policy term, unless somebody is 
sufficiently alert and informed upon 
the subject to check actual values 
against those insured, periodically 
during the policy term. For example, 
the actual U and O value of most 
plants today is far less in 1932 than 
it was in 1929. If any policies are 
now in force, unchanged since 1929 
or 1930, the probable situation is 
that the policyholder is paying for 
much more coverage than he could 
possibly collect in the event of a loss. 
From the foregoing it is obvious 
that U and O insurance has never 
been written to accurately cover the 
needs of modern business. The prob- 
lem of adjusting the amount of U and 
O insurance, as estimated and written 
in advance, to the value actually de- 
veloped during the policy term is a 
difficult one. It perhaps has been 


partly solved by the recent introduc- 
tion of the reporting form. 








se 








The principle of the reporting form 
has for years been applied to fluctuat- 
ing stock values. Under the pro- 
visions of this type of coverage, the 
intent is to provide maximum protec- 
tion, during the period of the policy 
term, requiring a premium payment 
based only upon actual values at risk 
under the policy during this same 
period. It is most difficult, and in 
fact, practically impossible to adjust 
in advance the requirements of a 
coinsurance clause to values which 
will develop in the future. The re- 
porting form eliminates this difficulty 
by estimating in advance the maxi- 
mum coverage which will be needed 
during the policy term, arranging for 
monthly reports of actual values at 
risk and a final adjustment of the 
collectible premium upon the basis 
of these actual values. The only ad- 
vance estimate necessary is the maxi- 
mum protection required to provide 
full protection under all conditions 
as anticipated, or as indicated by 
previous experience. 


SSS 


es ne the forms now in use 
and the reporting form the only 
difference is in that portion which de- 
fines the insurer’s liability in the event 
of loss and the method for final ad- 
justment of the premium. Other 
clauses and permits are essentially the 
same. j 

The advantage of this newly de- 
veloped type of U and O coverage 
has already been pointed out. Summed 
up in a few words, it is a progressive 
step toward the practical adaptation 
of an insurance contract to the actual 
operating needs of an assured’s busi- 
ness ; it provides maximum protection 
at all times—if the advance estimate 
is correct, and there seems to be no 
good reason why it cannot be made 
large enough to cover all contin- 
gencies—calling for the payment of a 
premium based upon actual values de- 
veloped during the policy term as 
disclosed by the reported monthly 
values. 

Strange as it may seem, the insur- 
ing public has been forced to look to 
companies operated under the mutual 
plan for assistance in developing such 
new forms. The old-line stock com- 
panies seem willing to broaden and 
simplify their policy forms only when 
forced to do so by the competitive 
progress of their non-stock company 
contemporaries. 

The reporting form is still in the 
experimental stage and as is the case 
with any new development in under- 
writing, companies will do well to 
write this form cautiously. For the 
present, the coinsurance clause form 
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Obviously Not Very Inviting to Customers 


seems to be meeting with the most 
general favor. 

And now a word about this co- 
insurance or contribution clause form. 
What mercantile risks can you recall 
whose earnings are not greater on 
Saturday, for example, than on other 
week days? Those Saturday fluctua- 
tions alone justify the use of a flexible 
form which does not attempt to pre- 
dict in advance just when such fluc- 
tuations will occur nor their exact 
amount. The contribution clause form 
provides for a lump sum to be applied 
to the assured’s actual loss sustained 
regardless of periodic fluctuations in 
business. 

Sales are affected by seasons and 
seasons vary each year. In one year, 
you may have an early Spring, a late 
all, an early Easter, or a late Easter. 
The weather is a very important 
factor in seasonal sales. The weather 
is so uncertain that it is practically 
impossible to predict in advance the 
occurrence of these business cycles. 


It is not necessary to make these pre- 
dictions or prophesies under the con- 
tribution clause form but it is most 
essential that they be accurately made 
in applying the per diem or weekly 
form with its named limit per day, 
per week, or per season. 

There are no daily, weekly or 
monthly limits of liability named in 
the coinsurance or contribution clause 
form. It is not necessary to estimate 
in advance just when fluctuations in 
business will occur. If your assured 
is carrying sufficient insurance to 
cover his annual Use and Occupancy 
values, his actual loss of earnings, 
subject to the usual terms and condi- 
tions of the policy will be paid. It 
might be well to clarify what we mean 
by actual loss of earnings. If the 
plant is not operating at the time of 
the fire and is consequently making no 
earnings, its overhead is already a 
loss. This is a depression loss and 
not a fire loss. 

(Continued on Page 20) 
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Answering Another of Those Stock 
Propaganda Things 


MONG the curious instruments used by certain 

stock groups for research into the business of 

insurance is apparently one of those old-fashioned 
spy glasses capable of being pulled out to an intermin- 
able length. Look in one end and magnification is quite 
remarkable for such an antiquated piece of apparatus. 
Look in the other end and the demagnification is quite 
as astounding. 

The stock method of scientific study is for the propa- 
ganda board to meet, preferably we suppose in Hart- 
ford, or is it Rochester, and go through a solemn rite 
somewhat akin to black magic. Mr. A. Stock Official, 
or Mr. Director of Agencies, Education and Publicity, 
white spatted and with Oxford spectacles, takes up the 
spy glass. Laboriously with the assistance of a uni- 
formed butler, he pulls out the serpentine sections and 
after carefully pointing them toward the record of 
mutual insurance looks through the end which reduces 
all objects to Lilliputian proportions. With sober 
decorum a note is made that mutual insurance has no 
substance—is indeed a species of humbug and of 
microscopic fragility. 

Then a quick turn to stock insurance records. The 
glass is reversed —and behold, mole hills of capital 
stock become mountains of stability, surpluses (badly 
in need of magnification) leap into view as mighty bul- 
warks of strength. The picture is wide as the heavens, 
deep as the sea and colored with all the tints of the 
rainbow. Stock insurance has vindicated its right to be 
known as the supreme form of protection and therefore 
entitled to all the adulation, emoluments and valuable 
perquisites, favors and sleek advantages which go with 
royal blood. 


<_< at >» 

HE spy glass method is used by the stock groups 

for other kinds of comparisons. It is called upon to 
bolster up the assertion that mutual life insurance is in 
a class by itself and that mutual fire insurance, for 
example, cannot be judged by the same standards. The 
argument is made that life insurance is stable and 
actuarily nearly a hundred per cent perfect—while, 
according to the stock wise men, fire insurance is a 
relatively hazardous enterprise so uncertain indeed that 
only the “scientifically administered resources of stock 


insurance” (see annual statements and laugh) can meas- 
ure up to it. 


Is fire insurance in reality so indefinite a business, so 
difficult to judge by experience? Let us consider for a 
moment what a stock insurance authority says about it. 
In an address delivered in the Great Hall of the Cham- 
ber of Commerce of the State of New York by William 
Quaid, Executive Vice President of one of the Home 
Fleet of Insurance Companies, he said in substance that 

Whatever may be the common opinion about the purchase 

price of the raw material of fire insurance being indefinite, 
this is a wrong impression. It is only slightly variable. 
This is proved by the figures of the National Board of 
Underwriters which organization collects the fire losses of 
the country every year. The annual total is something 
around a half-billion dollars, and it is most amazing that 
this huge sum will vary from one year to the next by as 
little as 1/10 of 1%, and two or three per cent is most un- 
usual. If a miller could have as close a line on the price 
of his wheat for future raw material costs as the insurance 
business has for the amount of his losses, he would feel 
happily secure. Fire insurance thus has a fixed cost for 
raw material which fluctuates less than for practically any 
other commodity. 

This is, we submit, just about the complete answer 
to the stock contention that fire insurance rests on too 
thin a basis of experience. Fluctuations within such a 
small range are easily taken care of by those who marshal 
figures in the actuarial departments of any well organized 
insurance company. It is absurd to intimate that mutual 
companies are not capable of handling such variations of 
losses by the setting aside of definite reserves adequate 
for all emergencies. 

soso 

S a matter of fact the mutuals are in a much better 

position to make their financial set-up elastic enough 
for loss experience fluctuations than are the stocks. For 
the mutuals have a dividend feature which in case of 
great need can be adjusted to take up any slack caused 
by a conflagration of unprecedented scope. A slight vari- 
ation in dividends is the most convenient and dependable 
method of meeting a possible sudden call occasioned by 
castastrophe. The mutuals thus enjoy a security beyond 
the bulwark of their surplus, which the stock companies 
do not have. Stockholders mean nothing as an item of 
strength to insurance companies. The very fact that a 
company is incorporated means that the stockholders are 
not personally responsible for debts. How many stock- 
holders of defunct insurance companies, of which there 
are many these days, have you, gentle reader, seen reach- 
ing down in their pockets to pay losses? The law does 
not require it and the stockholders give no more aid 
than a sympathetic smile which costs them nothing. 


The mutualization of life insurance companies came 
about because of major scandals uncovered in the con- 
duct of their affairs some twenty-five years ago when 
they were stock companies. They have succeeded as 
mutuals, not because they are easier to handle as regards 
their actuarial projections than are fire companies, but 
because the public has recognized the mutual idea as 
sound economics. Every life policyholder has a moment 
of distinct pleasure when he receives his dividend 
announcement, and mutual fire insurance company 
policyholders because of the same sort of advantage 
chuckle to themselves when their return payments come 
in. But the stock policyholder gets none, and if he only 
knew it he also gets no better security even in a top- 
notch stock company, no prompter payments in case of 
loss, not so good service in judging what his coverage 
should be and under the stock plan there is more likeli- 
hood of discriminatory treatment in rates and classi- 
fication. 

(Continued on page 18) 
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Life-Lights Against a Business Background 
Recapturing the Boy Spirit 


66 APPY days are here 

H again!” The whistled 

strain of a popular song 

came from the street below my 

office window, and I rose to look 

out, eager to get a glimpse of its 
optimistic source. 

Parading by in straggling forma- 
tion, but with lighthearted step, 
was a company of boy scouts, 
blanket rolls and other impedi- 
menta strapped on their shoulders. 
They were joyfully headed for the 
railroad station, with the prospect 
of two or more weeks in camp be- 
fore them. 

Who wouldn’t whistle 
such circumstances? 

How I envied them—not so much 
because of the joys that awaited 
on the edge of a sandy-bottomed 
lake, and under the shade of great 
trees—but for their inner capacity 
to respond to the prospect of those 
joys, and to enter into them when 
realized with complete abandon of 
mind and body. I envied the cheer- 
ful irresponsibility that lay back of 
pursed lips through which, with 
occasional variations of key, came 
the birdlike notes of the melody. 


under 


Soy 


HERE they went, with no 

thought of unbalanced budgets, 
personal or communal. To them 
it mattered nothing whether con- 
gress met or adjourned; whether 
taxes went up or down; whether 
stocks rose or fell; whether worried 


statesmen, representing great 
powers, reached satisfactory de- 


cisions at Lausanne, or agreed to 
disagree, to fiddle-faddle and post- 
pone, in accordance with precedent. 


Life for them was not a problem 
so much as an invitation. It called 
to them in terms of friendliness, 
promising thrill and wonder and 
the delightful companionship of 
birds and squirrels and chipmunks. 
And they were answering in like 
spirit. 

I watched them out of sight, and 
turned back to my desk, where— 
as I thought—matters of much 
moment required my concentrated 
attention. Some way, however, it 
seemed as if my mind would not 
grip these important concerns. The 
echo of that whistle kept coming 
back to me, and the vision of that 
jubilant gang of youngsters in- 
truded itself between me and the 
papers spread beneath my eyes. 


By S. J. DUNCAN-CLARK 


It seemed as if the echo came 
from days remoter than today, and 
from ways more distant than the city 
street. The vision of the whistling 
scouts faded out into a vision of five 
youngsters—one bafflingly familiar— 
poking bare toes into a clear stream 
that bubbled and babbled over shin- 
ing pebbles. 


“Happy days are here again!” 
Happy days were there in that long 
ago, I thought to myself, as the baf- 
fling resemblance. of a barefoot lad 
yielded to my mental scrutiny, and 
disclosed the boy I used to be. 


SS, 


K‘ JR a half hour I indulged in a 
memory vacation. | went over 
incident after incident of a boyhood 
that had known to the full the de- 
lights of wood and field, of hill and 
river. It had been a serene, unwor- 
ried boyhood, its carefree pleasures 
tempered only by occasional encoun- 
ters with affronted authority — par- 
ents, teachers or owners of tempting 
orchards. I remembered the famous 
skunk hunt that ended malodorously ; 
the search for buried treasure by 
moonlight which resulted in nothing 
more than a deep hole at the root 
of a magnificent and ancient oak, and 
the utter bewilderment of the neigh- 
bor who discovered it in the morn- 
ing, disfiguring his lawn; the calam- 
itous cruise of the good ship Adven- 
ture—made of three planks mounted 
on two tubs. Our ship sank in the 
mill-pond and its five very wet and 
bedraggled sailors were _ soundly 
spanked when they reached shore 
and home. These and other mem- 
ories no less thrilling swarmed 
through my mind. I startled myself 
by laughing aloud in the silence of 
my office. This easily-taken vacation 
had actually refreshed me, had 
changed my mood. “I wish I could 
be a boy again,” I said as I came 
back to the realities of the desk. And 
then I added, “Why not?” 


If I could put something of a boy’s 
faith and hope and zest into a man’s 
work; if I could recover the spirit 
that would take its duckings and its 
spankings irrepressibly, as it did in 
those times of youth’s exuberance, 
happy days would come again. 

I gathered the papers together in 
a neat pile. I had a feeling now that 
the problems they represented could 


be tackled with more courage, with 
a greater vigor, with a stronger con- 
fidence in ultimate success if I could 
only stimulate and maintain the new 
mental slant which I had developed 
in that half hour of memory vacation. 


Why not be a boy again? 


Why not recapture something of 
the zest of play and carry it into my 
work? Digging that hole in a hunt 
for pirate’s gold had been hard labor, 
but with what joy we had borne the 
sweat of it under the glow of imag- 
ination. 


DOD 
Concluded that a week-end, a 
week, two weeks, perhaps, de- 


voted to cultivating that germ of the 
imperishable boy which is in the soul 
of every normal man would make me 
fit to carry any burdens that might 
come in a toilsome and _ perplexing 
year. 


So I planned my tasks to get away, 
and within ten days I was setting out 
for the woods. The price of vaca- 
tions has dropped as other prices have 
dropped, and I found I could get at 
small cost to the right environment 
for an experiment in rejuvenation. 

I am not going to tell you just 
how I spent that fortnight—it be- 
came a full fortnight as the idea 
grew in my mind. I will say only 
that it was the sort of vacation that 
any red-blooded youngster could en- 
joy, devoid of sophisticated trimmings 
and concessions to adult artificialities 
of taste. It had to be in order to 
give my idea a chance. That idea 
was the distinguishing feature of it— 
the deliberate intent to find the flavor 
and keen edge of pleasure which are 
the peculiar traits of boyhood; the 
conscious effort to recreate the boy 
spirit within me. And it worked. 


I have been back at my desk for 
nearly a month, and I find I am nearer 
making fun of its tasks, in spite of 
their many worries, than ever before. 
Even if the treasure hunt ends only 
in contemplation of a hole, I am de- 
termined to enjoy digging the hole. 
And when I feel anything of the old 
gloom coming over me, I stop a min- 
ute, close my eyes, re-invoke the boy 
spirit, and whistle “Happy Days are 
Here Again.” 





The man who built a two-car garage in 
1928 was foresighted after all. He keeps 
the car on one side and lives in the other. 

—Ediphone Notes. 
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Ohio to Scan O. W. MER- 
Surety Companies RILL, State Di- 
rector of High- 
ways of Ohio, has announced the 
creation of a credit department to 
pass on the ability of contractors and 
bonding companies to meet their ob- 
ligations. The credit department will 
investigate the rating of contractors 
and will determine the standing of 
surety companies under the direction 
of Oscar D. Miller. The Highway 
Department will refuse to award con- 
tracts to contractors or approve bonds 
of surety companies which are not 
now promptly meeting obligations. 


Mass. Compulsory F. ROBERT- 
Liability Law SON JONES, 
Attacked General Manager 

of the Associa- 


tion of Casualty and Surety Execu- 
tives, made a determined attack upon 
the compulsory automobile liability 
insurance situation before the Thirty- 
Ninth Annual Convention of the In- 
ternational Association of Chiefs of 
Police at Portland, Oregon. He cited 
the Massachusetts law as a striking 
example of one case in which com- 
pulsory insurance has not reduced the 
number of accidents. He also insisted 
that any measure which gives a poli- 
tical body control of insurance rates 
will ultimately result in such rates 
becoming political issues. 


Cyclopedia of THE latest edition of 
Insurance the Cyclopedia of In- 

surance in the United 
States, edited by G. Reid Mackay and 
Professor S. B. Ackerman, has just 
been placed in circulation. This vol- 
ume contains within its covers a large 
amount of information on the officers 
and members of insurance organiza- 
tions of all kinds, as well as biogra- 
phical sketches of men prominent in 
the insurance profession. It also in- 
cludes a glossary of insurance terms 
and a very brief survey of the laws 
of the various states which affect in- 
surance. Another feature is a digest 
of important decisions rendered dur- 
ing 1931 which pertain to the various 
types of insurance coverages. 


Stock Executives IN an address 
Resolve to Be Good delivered be - 

fore the 
Agents’ Association of Pittsburgh and 
Allegheny County, Paul L. Haid, 
newly elected president of the Insur- 
ance Executives’ Association, ex- 
plained to the agents what the pur- 
poses of the new super-organization 
are. He said in part: 


“Its principal objects shall be in every 
lawful way: 

“1. To maintain among its members a 
spirit of loyalty to obligations, to estab- 
lish the practice of fair dealing and the 


JOURNAL OF AMERICAN INSURANCE 


observance of ethical principles of busi- 
ness in competition with one another. 


“2. To bring about improvements and 
reforms and economies in the methods 
and practices of conducting the business 
of fire insurance and its allied lines so 
that the matter of making rates shall be 
simpler and more economical; that rates 
may be better adapted to the needs of 
localities, classes of business and _ in- 
dividual owners; that forms of coverage 
better suited to the changed conditions 
of business and manufacture may be de- 
vised and, in general, that the operation 
of companies may be more efficiently 
conducted and better service rendered to 
the insuring public. 


“3. To promote the interest of stock 
insurance companies.” 


May Fire Losses ACCORDING to 
Were Higher figures __ recently 

released, the May 
fire losses this year were $39,270,- 
524.00, which is $1,435,251.00 higher 
than the amount of loss during the 
same period last year. This is the 
third month in succession in which 
the fire losses have increased over 
the corresponding month of last year. 
As a result the loss for the first five 
months of 1932 is over $2,000,000 in 
excess of the loss for the same period 


in 1931. 


Death Takes Two THE Glen 
Glen Cove Directors Cove Mutual 

of Glen Cove, 
New York, has suffered the loss of 
two of its directors through death, 
namely William T. James of Flush- 
ing, Long Island, and William W. 
Kochs of Old Westbury, Long Island. 
Both had served the Glen Cove over 
a long period of time, Mr. James hav- 
ing been a director for forty years, 
while Mr. Kochs had occupied a place 
on the board since 1918. 


Mr. James died May 21st after a 
long illness. He was born in New 
Rochelle, New York, but entered the 
drug business in Flushing at the age 
of 21, later becoming publisher of 
the Flushing Daily Times. Elected 
a director of the Glen Cove Mutual 
Insurance Company in April 1892, he 
has served continuously ever since. 
Although Mr. James retired from ac- 
tive business in 1930 he was, up to 
the time of his death, a member of 
the Board of Managers of the Flush- 
ing Young Men’s Christian Associa- 
tion, a trustee of the First Baptist 
Church, treasurer of the Flushing Co- 
operative Building and Loan Asso- 
ciation, director of the Nassau and 





Other Notes About the Insur- 
ance World Will Be Found not 
Only on Subsequent Pages But on 
Pages Five, Six, Seven and Eight. 














Suffolk Bond and Mortgage Company 
and chairman of the Board of Trus- 
tees of the Queens County Savings 
Bank. In the past he has served sev- 
eral terms as Village Treasurer and 
he was the first alderman to repre- 
sent his district when Flushing be- 
came part of New York City. 

Mr. Kochs who died on May 24th 
was elected director of the Glen Cove 
in 1918. He was a man of large ex- 
perience in public affairs as well as 
in business, having been Mayor of 
the Village of Old Westbury since 
its incorporation and serving his dis- 
trict in the State Senate and Assem- 
bly and as a member of Congress. 
He also was a member of several 
important commissions, particularly 
during the presidency of Theodore 
Roosevelt, of whom he was an inti- 
mate friend. Recently he was one 
of the State Board of Farms and 
Markets. 

Among his other activities up to 
the time of his death, he was presi- 
dent of the Friends Academy, Locust 
Valley, a director of the Roslyn Sav- 
ings Bank, Bank of Westbury Trust 
Company, Bank of Hicksville, Glen 
Cove Trust Company, Suffolk Bond 
and Mortgage Guaranty Company 
and the Society for the Prevention 
of Cruelty to Children. He also was 
an active member of the Union 
League and Republican Club. 

* * 
May We Suggest THE Journal of 
to You American In- 
surance would 
doubtless interest your friends as 
much as it does you. Your word of 
appreciation would be helpful. The 
subscription price is $2.50 per year. 
soa 


Editorial 


(Continued from Paage 16) 
NSTEAD of a spy glass, any 
properly conducted laboratory 

for insurance research should use a 
combination microscope and X-Ray 
outfit. This would determine what is 
the true structure of the stocks and 
mutuals, how well each is able to 
withstand the shock of events, what 
is their capacity to grow and serve 
their policyholders. Mutual insur- 
ance is not afraid of such a searching 
analysis — and we wonder if in the 
light of the past few years the stocks 
can in honesty say the same. 

Years of depression have one re- 
deeming feature; they take the bunk 
out of business, and particularly do 
they reveal the truth about insur- 
ance—and where the truth is brought 
into the limelight the mutuals stand 
out as superior, resting solidly on a 
foundation of common sense. 
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The Adjusting and Compro- 
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M* HARLAN, although 
scarcely more than forty 
years old, has had an extended and 
varied range of practice and experi- 
ence in the law, having specialized, 
in private practice, in the laws per- 
taining to insurance and banking. He 
is Chairman of the Committee on 
Revision of the Laws, House of 
Representatives, and has contributed | 
generously of his time and talents in 
remedying many inherent defects in 
the laws of national scope. Heavy 
duties and responsibilities have gra- 
vitated to the shoulders of Congress- 
man Harlan, and the record clearly 
shows that he is rendering able, 
conscientious service. 

















T the very outset, let it be said 
that the writer is firmly imbued 
with the belief that life insur- 

ance is clearly the product of those 
admirable traits of the human heart 
and altruistic impulses, which inspire 
the strong to protect the young, the 
old and the weak. As we follow the 
trend of decisions of Courts of com- 
petent jurisdiction, it is at once ap- 
parent that a better and brighter day 
is in the offing with respect to fair 
and just interpretation of life insur- 
ance contracts. It has been well said 
that a life insurance policy is the sin- 
cerest love letter a man can leave to 
his beloved ones. Let us hearken to 
the words of Grover Cleveland, he of 
the rugged integrity and of unyield- 
ing uprightness of purpose, who, in 
writing to a young business associate 
said: “Get a life insurance policy 
and then hold on to it. It means self- 
respect; it means that nobody will 
have to put something in a hat for 
you or your dependent ones, if you 
should be snatched away. Seek ma- 
tured judgment in placing the insur- 
ance, and do not borrow thereon, as 
it is like a loan from one’s widow.” 


DISS 


N exemplifying the provisions of 

various Codes of Law, it will be 
remembered that in many jurisdic- 
tions neither the code provisions nor 
the statutory laws deal directly with 
the power and authority of an exe- 
cutor or administrator to compromise 
claims. However, it is well settled 
by guiding precedents in state court 
practice and procedure, that the 
courts of competent jurisdiction shall 
have power, with the consent, in 
writing, of both parties, to arbitrate 


between complainant and an executor 
or administrator, and a person against 
whom the estate represented by him 
has a claim, or, with like consent, may 
refer the matter in dispute to an 
arbitrator. It will be noted that the 
foregoing refers to claims of the 
estate without limitation to claims 
which the decedent had. After dili- 
gent investigation and research, the 
writer has found nothing to indicate 
that the common law authority of an 
executor to compromise claims is 
limited to claims of the decedent in 
his lifetime, as-distinguished from 
claims on the part of the estate. 
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[t will be further observed that in 
many states, executors and adminis- 
trators are authorized only to com- 
mence and prosecute personal actions 
at law or in equity which the testator 
or intestate might have commenced 
and prosecuted, except actions for 
injuries to the person or to the repu- 
tation. In the opinion of the writer 
such existing legal authority should 
not be construed as limiting the com- 
mon law power of an executor or 
administrator to prosecute actions 
accruing to the estate, as such. 

QO 
Equity of Redemption 
Bye me write in the terms that 
every reader may fully under- 
stand. Conscience keeps books with 
the individual. Justice consists 
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neither in the debit nor the credit of 
her ledger, but in the difference— 
the net result—the balance, the 
equity. What seems to us injustice 
is often really only our concentra- 
tion on one side of the account, to 
the exclusion of the other. In our 
bookkeeping, incident to the science 
of insurance, and I am determined to 
designate it as an applied science, 
irrespective of what the highbrows 
may have to say on the subject, we 
do not let the debit of a client, say of 
$100.00, wipe out his $1,000 credit ; 
we realize that the man has an equity 
of $900 remaining; that he has this 
amount still to his credit. This was 
the method consistently followed by 
the founders of our great insurance 
companies. It is amazing how often 
this simple rule of justice is misap- 
plied in judging the acts of others. 

Furthermore, let us heartily co- 
operate with the life insurance com- 
panies in seeing to it that inordinate 
demands are not made upon them in 
attempting to secure excessive loans 
on policies; that efforts to anticipate 
cash surrender settlements be dis- 
couraged. Thus, we will contribute 
very materially in keeping the assets 
liquid and the companies solid, at one 
and the same time. In the past fifty 
years no leading life insurance com- 
pany, organized and existing under 
the laws of the United States, has 
failed. Millions of discerning men 
and women of the United States are 
maintaining life insurance to the 
colossal volume of over one hundred 
and fifteen billions of dollars. The 
income yield from premiums paid to 
the companies is largely invested in 
interest-bearing securities of a definite 
rate and a definite maturity, say, five 
or ten years hence. Such investments 
come within the purview of the rules 
governing amortization adopted gen- 
erally by the heads of the insurance 
departments of the various states and 
the District of Columbia. 

While this article is not intended, in 
any sense, as an exhaustive thesis on 
the subjects-matter presented, it 
would be well to remember that life 
insurance is a far more important 
savings institution than is commonly 
realized. This factor should influence 
policyholders in maintaining the in- 
tegrity of their contracts, without re- 
ducing the face value thereof, as they 
were entered into by the strong, 
valiant bread-winners primarily for 
the protection of their loved ones. 

In an extended experience, I have 
encountered men who would let the 
act of a moment neutralize the years 
of constancy, truth and loyalty—one 
debit cancel, in an instant, the long 
(Continued on Next Page, 2nd Column) 





Use and Occupancy 


(Continued from Page 15) 


NE writer on the topic of Use 
and Occupancy insurance has 
listed a few of the common objections 
met with in the form of sales resist- 
ance during these times of depression. 
The first is one that you have all 
heard. The assured says—“Business 
is poor, I cannot afford to carry U and 
Q insurance.’”’ Your answer is—‘“That 
is just the time you need it most. 
When business is good, you probably 
have a surplus in the bank, your credit 
is good, the bankers are generous, but 
when business is poor, your surplus 
is dwindling, your credit may be 
nearly exhausted, bankers are strict 
and wary in making loans. Then, if 
ever, you need Use and Occupancy 
insurance. If the suspension of your 
business were of a month’s duration, 
the loss would probably cripple it for 
a long time if it did not cause a com- 
plete failure. Use and Occupancy in- 
surance in such a case would be a 
welcome angel. Poor business is a 
reason for carrying Use and Occu- 
pancy—not a reason for dropping it.” 
Another common objection met 
with is—“Our business is not subject 
to interruption by fire.” This is so 
elementary and almost childish that 
to refute it requires only the statement 
—that any serious damage to your 
physical property will cause some 
degree of interruption to your busi- 
ness and unless your business can be 
continued absolutely without inter- 
ruption after a fire, you need Use 
and Occupancy insurance. I might 
revert to my opening sentence—any 
loss of time is loss of money. 

Here’s another—“‘We could repair 
the damage and get back into business 
so quickly that the loss would not be 
serious enough to justify paying the 
premium which we understand is ap- 
plied to a whole year’s value.” This 
is really a very sound reason for not 
carrying Use and Occupancy insur- 
ance, when properly applied to the in- 
surable value and the conditions 
surrounding each individual risk are 
carefully considered. Under normal 
conditions, there are certain busi- 
nesses which very probably do not 
need Use and Occupancy insurance. 
They possibly could get back into 
business without serious interruption 
but it is well to remember that there 
are unusual conditions brought about 
by weather transportation problems 
and other business tangles which 
might interfere seriously with normal 
resumption of operations. Remember 
that any increase in the cost of doing 
business as the result of a fire is a 
U and O loss. In such a situation, 
you must be a pessimist. Figure on 
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the worst conditions possible. In- 
surance is to provide protection 
under unusual conditions. Those of 
you who are selling Use and Occu- 
pancy insurance to druggists are prob- 
ably aware that most druggists have 
what is generally conceded to be prize 
locations in the neighborhood. They 
have been carefully selected and they 
are usually much sought for by other 
mercantile concerns. It is obvious, 
therefore, that your prospect would 
be out of business until the premises 
could be restored. It is true that most 
losses are partial but you can very 
easily show in most instances, that a 
shut-down of only two or three days 
will return to the assured the invest- 
ment he has made with the insurance 
company in the form of a deposit pre- 
mium. He has everything to win and 
very little to lose and in view of the 
foregoing facts which I have sub- 
mitted with reference to the effect 
of fires upon credit ratings, this objec- 
tion can usually be satisfactorily met. 
Dona 
great many salesmen look upon 
Use and Occupancy insurance 
as being highly technical and 
mysterious. If you give the subject 
the necessary. thought and proper 
study, you will be surprised to find it 
really a very understandable form of 
insurance and that a sales knowledge 
of this coverage gives you more 
prestige in the eyes of your clients. 
This form of coverage is needed by 
every property owner who is operat- 
ing a going concern. Every property 
damage loss by fire or other casualty 
insured against, which causes a busi- 
ness shut-down, entails a Use and 
Occupancy loss if the business is pro- 
ducing earnings, out of which fixed 
charges and expenses are being paid 
and a net profit realized ; such cover- 
age is considered by the progressive 
business men of today as being just 
as essential for his protection as other 
forms of property damage coverage. 
In fact, it is really more essential, be- 
cause after all the real value of a busi- 
ness is its earnings. When earnings 
cease, the value of a business is gone. 


The Adjusting and 


Compromising of Claims 
(Continued from Preceding Page) 
account of credit. This makes it im- 
measurably harder if one forgets the 
equity, by overlooking the margin 
still remaining on the credit side. A 
little patience, a little tolerance, a lit- 
tle generous waiting and watching 
before pronouncing final judgment, 
during the present economic stress, 

may accomplish wonders. 
In other and more exact words, let 
us become active members, without 








initiation fees or any assessments 
whatsoever, in the Society for the 
Suppression of the Discussion of the 
Depression. 

Do not let yesterday’s mistakes in- 
trude upon your mind and trip you 
up today. To go about your work 
with pleasure, to greet others with a 
word of encouragement, to be happy 
in the present and confident in the 
future, will result in spending useful 
days. Besides, we are thereby emi- 
nently qualified for honorary mem- 
bership in the Society just men- 
tioned. Let us unite in encouraging 
and strengthening those who have 
abundant resources within them- 
selves, but almost constantly nurse 
their limitations. 

DSO 
Attorney and Client 

DVERTING to the main topic, 

it is well to know the results 
flowing from the acts of an adminis- 
trator of an insured, who contracted 
with an attorney to prosecute a claim 
for life insurance, with full power of 
the attorney to compromise the claim. 
(See 110 U.S. 305.) After pro- 
tracted litigation, judgment was re- 
covered, from which the insurance 
company appealed. In the meantime, 
the administrator originally ap- 
pointed, had died, and a new one had 
been appointed. Without consulting 
the new administrator, the lawyer 
compromised and settled the judg 
ment and released it. In holding that 
the settlement made by the lawyer 
under contract with the first adminis- 
trator was valid, the court said: “An 
administrator has general power to 
dispose of the personal effects of 
his intestate; 2 Williams, Exrs., 6th 
Am. Ed., p. 998; and to compound a 
debt, if it is for the benefit of the 
trust estate. And, even when statutes 
exist providing for compromises with 
debtors, with the approval of a pro- 
bate court, it is held that the right to 
compromise, which before existed, is 
not taken away, but may be exercised 
subject to the burden of showing that 
the compromise was beneficial to the 
estate.” 


In Parker vs. Providence and 
Standington Steamship Company, 14 
L.R.A. 414 (R.L.), it was held that 
the power of an executor or adminis- 
trator to compromise disputed claims 
applied to a purely statutory cause of 
action for causing the death of the 
intestate to be brought for the use of 
his widow and next of kin. 


The Rhode Island statute provides 
that: “Executors and administrators 
may submit to arbitration or may ad- 
just by compromise any claims in 
favor of or against the estate by them 

(Continued on page 31) 
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To the Public a Tornado Is an Unusual Occurence But to the Scientist It Is All in the Day’s Work of Charting the Course of Nature 


The Windstorm Hazard in the United States 


from the Insurance Viewpoint of the Types 
of Storms, Their Frequency, Location, and Resulting 
Property Losses over a Period of Years. 


A Critical Analysis 


thunderstorm is a violent local 
A wind action. It is character- 

ized by a large cumulo-nimbus 
cloud from which rain falls freely 
with an out-rushing wind immedi- 
ately in the front. Lightning and 
thunder are generally present, but the 
cause of the air disturbance should 
not be attributed to these phenomena. 
At the time the thunderstorm: ap- 
proaches, there is a marked fall in 
the wind force, a small drop in tem- 
perature, and a continuation of the 
sultry and oppressive conditions that 
existed prior thereto. As the storm 
comes closer, there is a noticeable 
drop in temperature. From a squall 
cloud in the front comes a_ violent 
out-rushing wind. Then follows a 
downpour of rain. After an hour or 
so, the storm passes, the tempera- 
ture rises somewhat and the wind is 
light and generally from the south- 
west or west. 


One-tenth to one-half of all thun- 
derstorms are accompanied by hail. 
Hail occurs generally during the hot 
season of the year and during the 


By C. A. KLINE, Ph.D. 


Instructor in Insurance, Wharton School, 
University of Penna. 


PART IV 
Types of Windstorms—Their Fre- 


quency and Location 


(B) Thunderstorms, Tornadoes and Other 
Destructive Winds 








RECEDING articles contained 

an explanation of the nature, 
location and frequency of cyclones, 
both extra-tropical and tropical and 
a consideration of the damage re- 
sulting from windstorms. To com- 
plete the classification on the techni- 
cal side, this article will be devoted 
to the nature, location and frequency 
of specific types of destructive winds. 




















hottest part of the day. The hail- 
stones are formed by the strong up 
currents of air. Drops of rain car- 
ried up by the wind are frozen. Fall- 
ing, these become wet and are carried 
up again. After a number of layers 
of ice are thus added, the hailstones 


become too heavy to be carried up 
again and they fall to the ground. 
Origin— Al] thunderstorms are caused 
by instability of the atmosphere. In 
every case there is warm, moist air 
which rises, cools because of expan- 
sion, and in reaching the dew point, 
forms the large*cumulo-nimbus cloud, 
from which rain later falls. 

A classification of thunderstorms 
is sometimes made on the basis of 
the factors which bring about their 
occurrence. On this basis there are 
three classes: (1) heat or convection 
caused thunderstorms, (2) cyclonic 
caused thunderstorms, and (3) 
thunderstorms due to local condi- 
tions. In the first or convection 
caused thunderstorms, any locality 
which supplies the proper conditions 
will experience a thunderstorm as a 
result. Thunderstorms in this class 
occur usually in the southern quad- 
rants of a low because here are found 
the warm, moist winds brought by 
southerly winds of the cyclone. In 
the second class, the proper condi- 
tions are due to the passing of a low 
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Chart III. Annual Number Thunderstorm Days, 1904-1923, Inc. 


and the arrival of a subsequent high. 
The warm air left by the southerly 
winds of the low is suddenly replaced 
by the brisk cold air from the north- 
west which comes with the high. 
When this cold air overruns or un- 
derruns the warm, moist air, convec- 
tion takes place. Local thunder- 
storms are usually caused by some 
such condition as a mountain causing 
the air to rise suddenly or by the mix- 
ing of a cold, dry mountain breeze 
with a warm, moist sea breeze. The 
first two classes of thunderstorms are 
caused by convection and are the 
most important from the standpoint 
of insurance. Their violence is often 
great enough to cause considerable 
property damage. 


Distribution Throughout the Year—| uring 
the first three months of the year 
thunderstorm activity is located in 
Mississippi and the nearby states. 
Starting in February, however, 
thunderstorms spread toward the 
southeast and occur with increased 
frequency in Florida. During March 
thunderstorms increase toward the 
northeast, and by April the thunder- 
storm area includes the northeastern 
United States and a large part of the 
north and west. By May the greatest 
number of thunderstorms occur 
around Tampa, Florida, with a sec- 
ond center of activity over the south- 
ern plain states. During June and 
July an increasingly larger number 
of thunderstorms occur over the 
Rocky Mountain States with the 
strong secondary center moving from 
the lower plain states to the southern 
Rocky Mountain states. This dis- 
tribution does not change during 
August and September ; there is, how- 
ever, a slight lessening of activity at 
the two centers of action. During 
October and November the general 


storm area weakens and begins to 
assume the same distribution as in 
December. The center of greatest 
activity is again the state of Missis- 
sippi and the Mississippi Valley. 


Distribution — Chart III (from 
Alexander, Wm. H., Monthly 
Weather Review, July 1924) shows 
the average annual number of days 
with thunderstorms at various points 
throughout the United States for a 
twenty-year period. Certain conclu- 
sions may be drawn from this chart. 
No part of the United States is en- 
tirely free from thunderstorms al- 
though in some sections, such as the 
Pacific coast, they are rare. The sec- 
ond least affected area is the extreme 
northeastern states. The greatest 
center of activity is that over Tampa, 
llorida, where on the average, 
thunderstorms occur ninety-four days 


Annual 





of the year. There is a second center 
of activity over Santa Fe, New 
Mexico. Here an average of seventy- 
three occur per year. 


Property Damage— Thunderstorms are 


not all alike as to violence. Some 
move in tornadic fashion, last for 
hours, and travel across the greater 
part of the country before dissipat- 
ing. Thunderstorms of this kind, 
however, are not everywhere consist- 
ently severe. Even if their intensity 
did not vary, their destructive effects 
are limited to comparatively narrow 
paths. Other thunderstorms are mild 
in their effects, doing little or no 
damage. Some are so small as to oc- 
cur in single counties or less area and 
do practically no damage. 


The average life of a thunder- 
storm is about six hours. At its for- 
mation it is perhaps a few miles long 
and one or two miles wide. The size 
grows with movement. At the end of 
the storm it may be 200 miles long 
and 40 miles wide. 


Tornadoes 
Characteristics—\lOst of the activity of 
the tornado takes place in the middle 
atmosphere, and often the storm 
touches the ground only in spots or 
not at all. No damage is done if it 
does not reach the ground. At its be- 
ginning, the clouds are in a turmoil, 
moving and whirling about with great 
rapidity. From the bottom of the 
storm a funnel-shaped cloud devel- 
ops, hangs down, and moves along in 
a more or less straight track. It is 
this pendant or funnel-shaped cloud 
that does great damage whenever it 
touches the earth. The wind blows in 
and around its center with velocities 
which have never been measured, but 
which are estimated by some to reach 
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Chart IV. Showing Location and Direction of Tornadoes Occurring in 1926 

















500 miles per hour. The width of the 
path travelled ranges between 50 to 
2,000 feet and the length of time it 
takes for the storm to pass a given 
point is usually but a matter of min- 
utes. The tornado is thus the smallest 
and at the same time, the most vio- 
lent of all storms. The noise which 
results is tremendous. During the 
passage of the storm there is gener- 
ally partial darkness, thunder and 
lightning, and a downpour of rain or 
hail. 


Origin—(Originally the name was ap- 
plied to a squall of great intensity 
and short duration occurring in front 
of thunderstorms on the west coast 
of Africa. Although caused by con- 
vection, this type of storm lacked the 
severe whirling motion which is pe- 
culiar to tornadoes occurring in the 
United States. 

Nowhere else, except in the United 
States, are the conditions present for 
the formation of real tornadoes. In 
the regions east of the Rocky Moun- 
tains there exists an area over which 
the cold north winds meet and mix 
with the warm winds coming from 
the Gulf of Mexico. In this area 
there are provided the two elements 
necessary for the formation of a 
tornado ; the presence of warm, moist 
air in which convection takes place 
and strong counter-currents. The 
formation takes place in the following 
manner. A tornado generally occurs 
in connection with and at the front 
of a thunderstorm. The air at the 
front of the thunderstorm flows in- 
ward and upward at a speed often 
that of a gale. When such an up- 
draft of air meets with a strong 
counter-current and draws that cur- 
rent upward with itself, a whirling 
of the air results. Once the whirl is 
started, the strong updraft due to 
convection maintains and increases 
its force, until a full fledged tornado 
is developed. If the inflow of air at 
the bottom is checked by some obsta- 
cle such as a hill, the tornado must 
rise. It may, however, retain its 
vigor and come to the earth at an- 
other place to do great damage. 

Time and Regions of Occurrence—T ornadoes 


occur most frequently during the late 
afternoon hours and the least fre- 
quently during the hours of 7 to 9 
in the morning. They usually accom- 
pany thunderstorms, and often the 
surrounding conditions are such as to 
produce more than one tornado. Fre- 
quently a number occur in the same 
vicinity and at approximately the 
same time of the day. 

Like the thunderstorms with which 
they are generally associated, torna- 
does occur mostly in the warmer 
months of the year. As the sun 
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moves to the north in the spring, the 
thunderstorm area spreads to the 
north and west. With it goes the tor- 
nado. Most tornadoes occur during 
the months of March, April, May, 
June and July. In a study made by 
one investigator for the period 1889 
to 1898, inclusive, it was found that 
78% of the storms occurred during 
these months. Out of 470 tornadoes, 
100 or slightly over 21% occurred 
in May. June had 86, or 18.3%; 
April, 77 or 16.3%; March, 59 or 
12.5% ; July, 47 or 10% ; and August, 
19 or 4%. In the southern states, the 
tornado occurs throughout the year 
and there is great frequency in these 
states during the winter months. 
Table I shows the tornado fre- 
quency for a period of years as well 
as the region of occurrence. The 
table is compiled from descriptions of 
individual storms reported each year 
by the Weather Bureau in its annual 
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report. The data are collected by 
about 5,000 agents in the various sec- 
tions of the country. In many cases, 
because of the difficulty encountered 
by the Bureau in determining the ex- 
act nature of the storm, judgment 
had to be used in classifying it as a 
tornado or another windstorm. 

The table is interesting and the 
following conclusions may be drawn 
from it: 

(1) During the thirteen-year 
period all but five states experienced 
one or more tornadoes. These five 
states were Maine, Rhode Island, 
Delaware, Nevada, and Utah. Ari- 
zona and Idaho had but one each and 
property damage did not result in 
either case. 

(2) Kansas, with 161 or about 12 
a year, had more tornadoes than any 
other state. [owa comes next with 
152 or almost as many as Kansas. 
(Continued on Next Page, 2nd Column) 








TABLE I 
TORNADO FREQUENCY BY STATES—1916-1928, Inclusive 


State 
Alabama 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
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Michigan 
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Insurance Education 


(Continued from Page 10) 


takes judgment to be an underwriter, 
and judgment must be based on an 
understanding of relative values. 

R. Oliver Wendell Holmes once 

said, “The young men know 
the rules, but the old men know the 
exceptions.” There is no substitute 
for experience, but there are means 
of making experience fruitful rather 
than barren. The examiner might go 
on indefinitely giving his full time to 
applying the rules, and arrive at old 
age without knowing the exceptions, 
in other words, without understand- 
ing the relation of his functions to 
the business as a whole. And in a 
time when one cannot expect to have 
experience in all branches of work, 
education may serve to bring to the 
specialist a comprehension of his 
function in the organization, on the 
basis of which judgment may be de- 
veloped. 

This aim of education is all very 
well, but has education proved itself ; 
is it carrying out its function ade- 
quately? Not yet. 

Business education is young; in- 
surance education is a mere child. 
Important as the progress has been, 
it represents a stage of promotion, of 
experimental response to a real need, 
of contest for recognition. 

It may now be said that insurance 
education is established and recog- 
nized. The time has come for critical 
analysis of methods, materials, per- 
sonnel and purposes. What are we 
driving at? Who should do the work 
and what should he work with? 

Too much educational effort 
been based on generous motives 
rather than sound thinking. Educa- 
tion is no mean specialty in itself, 
and the planning of insurance educa- 
tion to perform its function of co- 
ordinating and presenting the facts 
and theories of insurance in the most 
useful way is no mean task. 

Insurance education must in in- 
creasing degree become the full-time 
specialty of practical educators be- 
fore it can achieve its proper ends, 
or even find out exactly what they 
are. As in the case of any other im- 
portant job, the best results cannot 
be accomplished by volunteers whose 
primary interest and competence are 
in other fields, no matter how worthy 
their motives. 

HIS does not mean that the 

educator is to become a sort of 
detached deity whose omniscience 
will enable him to pass finally and 
without advice on all problems within 
his field. Executives need boards of 
directors ; educators need the intimate 


has 
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collaboration of men in every branch 
of practical insurance work. But the 
job is one of education, and respon- 
sibility for its successful undertak- 
ing should be concentrated on prac- 
titioners in that field. 

We are not without indications 
that a constructively critical spirit is 
developing, and that in passing from 
the stage of prospecting and promo- 
tion, we may hope for the develop- 
ment of a period of coordination and 
of adaptation of educational effort to 
a carefully formulated purpose. 


Types of Windstorms 


(Continued from Preceding Page) 


Somewhat lower in the scale is 
Arkansas with 127, and Texas with 
126. No other state had more than 
100 during the period. These four 
states had a total of 566 tornadoes, 
or more than one-third of all the 
tornadoes which occurred. 

(3) Only two states came within 
the 75 to 100 class. Missouri led 
with 94, while Oklahoma had 86. 
Letween the 50 to 75 class, there were 
four: Nebraska with 64; Illinois, 63; 
Mississippi, 59; and Alabama 54. 
The following states had from 25 to 
50 tornadoes during the period: 
Tennessee, 48 ; Indiana, 44; Ohio, 42; 
South Dakota, 39; South Carolina, 
39; Michigan, 37; Wisconsin, 32; 
Louisiana, 30; and Minnesota, 26. 
Fifteen of the remaining 21 states 
which had tornadoes, averaged less 
than one per year. 

While the table does not show it, 
the variation from year in the num- 
ber of tornadoes occurring through- 
out the country was great. The aver- 
age for the period was about 119 per 
year, but only 65 occurred in 1919, 
and 213 occurred in 1928. The vari- 
ation from year to year for any one 
state was also great. lor example, in 
lowa, only 2 occurred in 1917 while 
in 1928, 45 occurred. 

More than the average number of 
tornadoes occurred during most of 
the later years of the period. This 
calls attention to the belief of many 
persons that the frequency of torna- 
does has been increasing during re- 
cent years. A comparison over a 
period running back to 1874, how- 
ever, does not reveal any tendency 
toward an increase. Moreover, the 
number of tornadoes that occurred in 
1929 was 144, or substantially less 
than that of either 1928 or 1927. 

(4) The chance of any small area 
being struck by a tornado is very 
slight, even in states where the tor- 
nado frequency is great. One author- 
ity computed the tornado frequency 
per unit area of the different states. 





He found that in the most frequented 
areas the probability of a tornado 
striking any specific area the size of 
one square mile was less than one- 
sixteenth of one per cent per century. 

Chart IV (from Annual Report, 
Chief of Weather Bureau, 1926-27) 
shows the number and location of 
tornadoes for 1926. This year seems 
to be the nearest to normal of any 
year for the period 1916-1928, 
inclusive. 

Other Winds 


It will be sufficient here to describe 

briefly several kinds of winds which 
were mentioned previously. The 
names of these winds are well known 
throughout the United States. While 
they are less important than the oth- 
ers from the insurance viewpoint, a 
short description makes clear the na- 
ture of each and, at the same time, 
completes the classification of de- 
structive winds. 
Blizsard— There is no commonly ac- 
cepted definition for this word. It 
originated in America and is broadly 
used to mean any cold wave accom- 
panied by wind and snow. The most 
severe form of blizzard occurs in 
Montana and the Dakotas and it is 
here that the word is used in its 
proper sense. In fact, the true bliz- 
zard is almost unknown in the east. 
This cold wave is the result of a dry, 
cold, northwest wind which appears 
when an area of high pressure re- 
places a low. If the arrival of the 
high brings a fine snow, an intensely 
cold and driving wind, it is a true 
blizzard. 


Northe—North winds of extreme se- 
verity occur during winter over the 
Great Plains between Missouri and 
the Gulf of Mexico. In Texas, be- 
cause of its nearness to the Gulf, 
these winds often carry rain. Here 
they are called wet or dry Texas 
Northers, depending upon the pres- 
ence or absence of rain. 


Northeaster—ften called a blizzard, a 
northeaster is the same type of wind 
as the preceding two. Strong north- 
east winds are usually the result of a 
passing cyclonic disturbance which 
comes up the Atlantic Coast from 
the south. If the wind lasts for some 
time and is accompanied by cold and 
snow, it is a northeaster. 


Property Damage—[n most cases winds of 
the three types just described are not 
greatly destructive. At times, how- 
ever, such winds become extremely 
violent. In connection with the bliz- 
zard, for example, velocities of 50 
miles per hour have been experienced 
for a whole day and in another case, 


(Continued on Page 31) 




















Commissioners 
Convention 


(Continued from Page 12) 


their scheme of revision for several 
months previously and had decided 
to make a surprise attack in order to 
try to get advance approval of their 
plan before submitting it to the Coun- 
cil. Mr. Beha endeavored to explain 
this away in his opening statement, 
giving as his reason for asking quick 
action of the committee that the Na- 
tional Council was not ready to con- 
sider the matter—this in face of the 
fact that the detailed program had 
never been offered to the Council and 
thus it could not possibly have any- 
thing to offer or recommend. 


True enough an outline of the 
stock company idea had somehow 
escaped a week in advance and even 
the public press had reported that 
there was to be a proposed gradua- 
tion of commissions and expenses, the 
elimination of schedule rating, the 
modification of the present experience 
rating plan and what was termed “re- 
trospective rating” by which a part of 
the premium might be returned to 
favored risks—this latter presumably 
to be based upon the individual ex- 
perience of the risk. However, from 
what is known of the administrative 
features of the proposal it could, if 
adopted, easily have degenerated into 
a wholesale rate-cutting scheme de- 
pending upon competitive exigencies. 
It apparently was an attempt to mu- 
tualize a portion of the stock busi- 
ness, but not on the same basis of 
equitable treatment to all policyhold- 
ers. Over 90 per cent of the com- 
pensation policyholders would have 
received absolutely no benefit from 
the program whatsoever—on the 
other hand their cost would have 
been increased 25 per cent in order to 
provide some velvet to be passed 
along to selected larger risks. Even 
those included in the 7 or 8 per cent 
of the risks which might have shared 
in the benefits, would in reality have 
received little, if any advantage, for 
their rates, too, were to be arbitrarily 
increased 25 per cent in order to pro- 
duce a fund from which they pre- 
sumably were to secure some re- 
turn, provided they were tractable. 


No details of this revolutionary 
plan were released and it became 
definitely known only that a rate in- 
crease of 25 per cent, regardless of 
experience, would be asked and a part 
of this was to be returned, the obvi- 
ous corollary being that the business 
hardest to get would receive the 
greatest dividend. 
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HE plan as set forth was de- 

signed to make it appear that 
something big was being done for the 
compensation business but this was 
merely illusory since by jumping the 
rate by such a high percentage all 
semblance of consideration for the 
policyholder was lost. 

In spite of these objections the 
stock companies had expected by ex- 
tensive lobbying efforts to sell their 
plan to the commissioners without 
first openly disclosing the items of 
its interior meaning. 

It is apparent that the reception of 
the unique proposal was not as warm 
as expected, or it was discovered at 
the last moment that the great emerg- 
ency which would have been urged 
upon the commissioners as the basic 
reason why this fantastic scheme 
should be approved in toto if the con- 
tinued existence of the stock carriers 
was to be assured, had suddenly van- 
ished. ‘At any rate this carefully 
planned manoeuver was abandoned at 
the last moment even though it had 
been widely ballyhoo’d in the insur- 
ance press. In its stead, the stock com- 
panies presented to the committee for 
adoption a resolution asking for a 
flat countrywide increase as previous- 
ly indicated, and which follows in full 
text. 

Whereas, in June, 1931, the National 
Convention of Insurance Commissioners 
recognized that an emergency confronted 
the carriers of workmen’s compensation 
insurance and recommended that appro- 
priate action be taken to meet the situa- 
tion, and, 

Whereas, the carriers have now made 
representations to the following effect: 

(1) That, despite economies effected in 
the operation of their business, the stock 
insurance companies sustained an under- 
writing loss on workmen’s compensation 
insurance in 1931 of over $23,000.00 or 
27.3% more-than the underwriting loss in 
1930. 

(2) That the emergency rate increases of 
last year are inadequate to meet the more 
acute situation now existing. 

(3) That wages have been and still are 
being materially reduced, with the result 
that premiums are decreased without a 
corresponding effect upon losses or ex- 
penses. 

(4) That the existence of unemployment 
on such a vast scale leads to greatly in- 
creased low costs through the prolongation 
of disabilitv. the reonening of old cases, 
more numerous claims, particularly for 
diseases alleved to be chargeable to indus- 
try, and, quite generally larger awards. 

(5) That the abnormal conditions con- 
fronting the business makes it impossible 
to base rates upon past experience and re- 
quire the exercise of judgment in deter- 
mining an adequate rate level. 

(6) That there should be made effective 
at once a universal emergency increase of 
25% above the rates developed by last 
years emergency program and the in- 
creased rates should be made applicable to 
existing as well as to new and renewal 
business. 
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And, whereas, the public interest requires 
that rates be adequate so as to preserve 
the solvency of the companies and insure 
their ability to pay the compensation due 
to injured workers and to the widows and 
orphans of those killed in industry, and 
thus prevent loss either to the employer 
who has purchased compensation insur- 
ance or to the workers and their families 
who are the beneficiaries under the con- 
tract, and, 

Whereas, the National Convention of 
Insurance Commissioners appreciates that 
the general condition affecting insurance 
carriers make it imperative that the 
countrywide level of compensation rates 
be clearly and unquestionably adequate to 
meet losses and reasonable expenses as 
these may be expected to develop under 
conditions which will exist during the 
next twelve months, therefore, 

Be it resolved, that it is the judgment 
of the National Convention of Insurance 
Commissioners that an immediate and uni- 
versal increase in compensation rates is 
necessary and recommends that action 
appropriate to meet the situation be taken 
by the carriers, by the National Council 
on Compensation Insurance, and by the 
individual commissioners. 


a Se 


R. Leslie of the National Bu- 

reau, argued for the reso- 
lution. After reviewing the action 
of the committee at its meeting in 
1931 at which was established a 
rate level augmented by an emer- 
gency factor of 2% per cent in the 
loading which was equivalent to 
about 4.3 per cent increase in the 
then actual rate, he went on to de- 
velop the effect of the depression 
on the compensation business show- 
ing the underwriting losses sus- 
tained (which were said to be 27.3 
per cent greater in 1931 among the 
stock companies than they sus- 
tained the previous year), the re- 
duced payrolls because of wage 
cuts, the general unemployment 
situation and the necessity for con- 
tinued payment for injuries sus- 
tained in past years. 


Directly quoting, Mr. Leslie said 
further : : 


“One of the causes of underwriting loss 
in connection with rate increases has been 
the fact that increased rates have been pro- 
mulgated to apply to new and renewal busi- 
ness only and not to existing contracts. It 
is our belief that any rate increases that 
may be made to meet this emergency 
should apply to all business, existing as 
well as new and renewal. We believe that 
that is the only way to recognize an emerg- 
ency and the only way to protect the com- 
panies and to do justice and to do equity to 
all policyholders, put them all on a basis of 
equality so far as the required premium is 
concerned. It is our opinion that the in- 
crease in rates should be universal, should 
be uniform, should apply in all compensa- 
tion states and should apply to the rate 
level determined for each state by last 
vear’s emergency program. We believe 
that because last year the rates were re- 
vised for each state in the light of its then 
latest experience and the conditions which 
cause us to believe that we need at this 
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time an emergency increase are conditions 
which exist throughout the country, they 
are conditions which exist in every state, 
they are conditions which, if different to- 
day to some degree in different states, they 
vary the other way tomorrow, and that the 
proper way, the quick way, to recognize an 
emergency of this kind is to have universal 
and uniform action in every state. 
“Looking at the results, underwriting re- 
sults, for 1931, looking at the reductions in 
payrolls that the companies see in the aud- 
its of risks that are now expiring, look'ng 
at the wage reductions which are revealed 
from conferences with individual assureds 
in individual communities, from reports in 
the newspapers of actions taken by indi- 
vidual concerns, actions taken by trade 
unions, we are satisfied that a 25 percent 
increase is essential if stock insurance 
carriers are to carry out their contracts as 
provided, if they are to be placed in a 
position to handle the compensation in- 
surance business on a basis which will 
permit them to carry out these contracts 
completely and without loss to themselves.” 


, «a 
> 


UPPORTING Mr. Leslie were 

Mr. Beha, Mr. R. J. Sullivan, 
Vice-President of the Travelers In- 
surance Company and Jesse 5S. 
Phillips, President of the Great 
American Indemnity Company. 


> 


In reply the mutual representa- 
tive made a very careful statement 
of the opposing position. It was 
said at the outset that the mutuals 
were not against a rate revision 
where necessary, but it was clearly 
shown that there were many angles 
to the proposition which had not 
yet been brought to the attention 
of the commissioners. It was 
pointed out that the actual rate in- 
crease granted last year was 20 per 
cent and that, since in most 
cases this increase had not gone into 
effect in time to be reflected in the 
experience on which an underwriting 
loss of 19 per cent was calculated, it 
naturally followed that if a 25 per 
cent increase were super-imposed 
upon the 20 per cent granted in 1931 
the total raise in rate would amount 
to something near 50 per cent to take 
care of an admitted underwriting 
loss of only 19 per cent. 

Directly quoting, the mutuals 
contended: 


“We are not opposed to the principle of 
the carriers writing workmen’s compensa- 
tion insurance to securing adequate rates 
in order to properly and safely write that 
business, just so long as the companies take 
within themselves the necessary steps to 
reduce their costs, to remove discrimina- 
tion, and to eliminate practices (which we 
don’t attribute to any particular company 
or group of companies), which makes it 
impossible now for them to collect the 
level which has been approved and which 
they themselves have adopted in the Man- 
uals which they have promulgated and 
which are in use in all of the states, 


“We do not think that this matter has 
been properly presented to this Convention 
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by the stock carriers if it is expected that 
action is to be taken by this Committee or 
by this meeting of Commissioners on the 
proposals just suggested or just made. 
This is a request for the Commissioners to 
issue a mandate upon the National Council 
to arbitrarily increase rates 25 percent, flat, 
in every state in the Union, regardless of 
the experience of the state, regardless of 
what was done by the state last year in the 
emergency program which was at that time 
presented by the Council in an orderly way 
to this Convention; and, if it is insisted 
that this matter is properly before this 
meeting at this time, we, of necessity, must 
oppose a program to which we cannot 
agree in principle on the basis of the in- 
formation here presented. 


“We feel that, just as in other situations 
of this kind, there has been ample time to 
do this. The emergency, if there be such, 
hasn’t arisen within the last few days or 
the last week; if it exists, it has been 
known for months and it could have been 
presented and acted upon by the Council 
in the orderly procedure and a report made 
by the Council to the Convention and the 
Convention referring the matter to this 
Committee for hearing upon the merits of 
the proposition. 


“Within the last 24 hours, the program 
which it was assumed, from reports appar- 
ently reliable, would be presented here, has 
been changed, very materially changed, 
and we are unable to tell you, if the Com- 
mittee adopts a resolution of this kind, 
what kind of a program will result from 
it, actually. The details of this program 
ought to be laid upon the table, observed 
and studied by all interested parties, in 
order that the Commissioners mav have 
the henefit of the sober and mature thought 
of those who have had an opportunity to 
review the program, give it thought and 
present suggestions or ideas to this body. 


* * * * 


“We are perfectly willing to go ahead 
and agree with you that, on the basis of 
the procedure which was presented last 
year and on the basis of the experience of 
the states individually, it will be found 
necessary to make rate revisions which 
would be, as a whole, upward, and we do 
think, too, that, on the basis of that pro- 
cedure, there may be some states which 
would be entitled to a degreace under that 
plan. We think that program hasn’t had a 
sufficient opportunity to be tried out. We 
do not believe that there is anv justifica- 
tion for coming here and asking for a 
flat arbitrary increase of 25 percent, prac- 
tically out of the blue skv, and, because 
conditions are what thev are, expect all of 
the carriers and the Commissioners, we 
mav say, to approve an increase on that 
hasis. 

* kk * 


“We said in our answer to Mr. Beha 
and we say it now to the Committee, that 
on the basis of an orderly procedure, a 
program through the Council based upon 
the experience of the individual states, the 
emergency loading which has been hereto- 
fore approved, that at the proper time for 
revisions, changes may be indicated as nec- 
essary and, to those, we don’t believe we 
shall obiect. But, as substantial writers 
of compensation insurance, as carriers hav- 
ing a substantial interest in anv pronounce- 
ment which comes out of this convention 
we must, for the reasons which we have 


indicated. onpose a flat 25 percent increase 
in rates. We oppose, insofar as it is in our 
power to do so, affirmative action by the 
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Committee on the resolution presented by 
the stock carriers and, if the Committee 
feels that it can take any action on this 
proposition, we feel it should only take 
such action as refers this matter back for 
presentation through the Council in the 
ordinary way, which is the procedure con- 
templated by this Committee in its report. 
ee ee ee 

“Some reference was made here as to 
whether we questioned any facts which 
Mr. Beha presented. We just want to add 
this little summary, that we are not ques- 
tioning the fact that all business is con- 
fronted with an emergency. We do want 
to point out that apparently the figures 
show for last year that the stock carriers 
suffered an underwriting loss of 19 per- 


_cent. A 20 percent increase in rates over 


all, which was granted last year, to which 
I referred, we don’t believe is reflected in 
that result. It seems to us that if another 
25 percent is added on top of the 20 per- 
cent, that would represent nearly a 50 per- 
cent increase to cover a 19 percent under- 
writing loss.” 
SO 

R. Sullivan in his rebuttal made 

some very illuminating remarks 
indicating the stress of the times as 
they are affecting the stock casualty 
companies. Among other remarks he 
said: 

“Now, then, it would be very unfortunate 
if the issue which is before the Committee 
should be beclouded by an apparent con- 
flict between two interests whose necessi- 
ties at this time may be quite at variance. 
We respectfully submit that the issue 
which has been presented by the stock 
companies relates to the stock companies’ 
future and their necessities and, obviously, 
if we hold that view, we must concede that 
if the non-stock companies have a differ- 
ent viewpoint, different necessities, that it 
is their God-given right to present those, 
not in the expectation that a decision will 
be granted by the Committee which will 
penalize one class at the expense of 
another. 

“T refer to my previous remarks to the 
effect that, under the existing conditions, 
some of the moss-bound traditions might 
have to go into the discard. One of those 
traditions has been that it was proper that 
there should be one basis of rating for 
two classes of carriers whose conditions 
might be very much at variance. I respect- 
fully subm‘t that, in the present juncture, 
that issue should not predominate in this 
consideration.” 


owe 


T became increasingly apparent 

that the original program of the 
stock companies calling for a plan of 
“retrospective rating,” would have 
been pressed upon the commissioners 
as an absolute necessity and indispen- 
sable to the proper handling of the 
present situation, but apparently the 
luke-warm reception accorded to the 
plan by those who had been ap- 
proached caused its sudden abandon- 
ment. 

Neither the retrospective rating 
idea nor the request for a 25 per cent 
increase appeared in the resolution 

(Continued on page 31) 

















Disgruntled Employee A NGERED 
Attempts to Discredit by his release 
Mutual by from _ the 
Receivership service of 

the company, 
a former employee has been attempt- 
ing in every possible way to embarrass 
the Western Underwriters Mutual 
Insurance Company. As part of his 
campaign he secured the appointment 
of a temporary receiver by an Okla- 
homa City court at an ex parte hear- 
ing of which the company had no 
notice. The receiver was quickly dis- 
charged when the true facts about the 
company were presented. 

According to a statement by F. C 
Harvey, its president, the Western 
Underwriters Mutual Insurance Com- 
pany was in no way affected finan- 
cially by this receivership. It is in 
a solvent condition, amply able to 
take care of its clients, and is not at 
all concerned over the ultimate effect 
of this procedure. 

According to its last statement this 
company had a policyholders’ surplus 
of $201,438. Its total admitted as- 
sets, consisting almost entirely of 


mortgages, bonds and cash, were 
$369,012 while its liabilities were 


$167,573. The loss ratio on the busi- 
ness of the Western Reciprocal Un- 
derwriters, which it reinsured, has 
been very low, averaging 36.5 per 
cent for the last three years. 


ACCORDING 
toa recent ruling 
by Superinten- 
dent of Insurance George S. Van 
Schaick, reciprocal exchanges come 
under the rate filing requirement. The 
Superintendent says: “The law is 
manifestly applicable to the individual 
rater and insurer whether or not affil- 
iated with any rating organization. 
To hold otherwise would be to con- 
strue and interpolate where no rea- 
son for construction and interpola- 
tion exists. Administrative agencies 
should seek to effectuate rather than 
thwart legislative intent. 


Reciprocals Must 
File Rates in N. Y. 


“In view of the foregoing the De- 
partment need not determine at this 
time whether the associations fit the 
description of the reciprocals ex- 
empted from the provisions of Sec- 
tion 141-a. 

“Accordingly reciprocal exchanges 
are held subject to the provisions of 
Section 141 and are hereby directed 
to file forthwith available rating mate- 
rial as heretofore requested.” 


Radio Solicitation THE use of 
Banned in Oregon radio broadcast 

to advertise un- 
licensed insurance companies is for- 
bidden in a warning issued by State 
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Insurance Commissioner A. H. Aver- 
ill to all Oregon radio stations. Com- 
missioner Averill says that his de- 
partment has information that certain 
stations, for a fee or commission on 
application, are broadcasting a” pro- 
gram of advertising and solicitation 
of insurance for a company not li- 
censed in the state. ‘‘This,” he says, 
“has been held in violation of the 
Oregon statute and stations that per- 
sist in the practice will be punished 
in accord with the terms of the 
statute.” 


The statutes in question are those 
with reference to the qualification of 
insurance agents and the necessity for 
their securing a license before solicit- 
ing any business. The statutes also 
forbid any insurance agent to place 
any coverage in an unauthorized com- 
pany unless the insured is so notified 
and states that the agent shall be per- 
sonally liable on a contract of insur- 
ance made, issued or accepted through 
his agency in any company not li- 
censed by the Insurance Commis- 
sioner. 


Run on the THE large scale with- 
Dollar Over drawals of gold from 

New York, which have 
been taking place for the last several 
months because of a lack of confi- 
dence in American conditions on the 
part of foreign central banks, have 
apparently closed. The movement 
which extended over eight months 
and involved over three-quarters of 
a billion dollars is generally supposed 
to have closed on June 14th when the 
last of the large French balances were 
withdrawn. 


The effect of the movement has 
been to strengthen the position of the 
dollar in international exchange, since 
at the close of the run its value in 
the international markets rose. At 
the present time the foreign nations 
and central banks are generally be- 
lieved to have only large enough 
credit balances in New York to cover 
their ordinary commercial needs. The 
distribution of the American gold re- 
serve which was withdrawn and now 
is scattered over a number of other 
European countries is believed by 
some <cconomists to provide a better 
basis for international business re- 
vival than the former concentration 
in American hands. With the closing 
of the run without any further weak- 
ness in the dollar any idea of America 
going off the gold standard may well 
be dismissed, unless new and unfore- 
seen developments in the domestic 
situation, such as the heginning of a 
definite period of inflation, again 
makes such a fear reasonable. 
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Companies RICHARD W. ROB- 
Recognize [3INS, President of the 
Air Travel Transcontinental & 
as Safe Western Air Lines, re- 


cently declared that the 
record for safety and reliability estab- 
lished during the last five years by 
the air transport lines of the United 
States, is gaining a widespread recog- 
nition among leading American insur- 
ance companies. Mr. Robbins said: 
“Most of the old conservative insur- 
ance companies have removed their 
restrictions against travel on the regu- 
lar scheduled air lines both by their 
employees and their policyholders. A 
few years ago most insurance com- 
panies had some restriction against 
air travel or increased their regular 
premium rates for persons who made 
frequent use of the air lines. 


“Today only a few insurance com- 
panies continue these restrictions or 
charge additional premiums for pol- 
icyholders who travel over the estab- 
lished airways by transport plane. 
Occasionally an insurance company 
will limit its policyholders to six to 
ten trips by air line in any one year 
and a few companies place the num- 
ber of allowable trips at five.” 


Changes in FOLLOWING the re- 
New York tirement of Mr. Butler, 
Department recently announced, a 

number of changes have 
been made in the New York Insur- 
ance Department. 


Samuel R. Feller of New York, 
has been appointed First Deputy Sup- 
erintendent of Insurance, succeeding 
Thomas J. Cullen of Troy, who re- 
turns to his former position as Execu- 
tive Assistant at his own request. Mr. 
Feller is a graduate of Columbia Col- 
lege and Columbia Law School and 
came to the Department as Deputy 
Superintendent of Insurance Novem- 
ber, 1931. : 


Joseph G. Bill of Brooklyn, for 
several years one of the chief attor- 
neys of the liquidation bureau of the 
department, has been appointed De- 
puty Superintendent of Insurance and 
assigned to the New York office. Mr. 
Bill is a graduate of Fordham Uni- 
versity and Fordham Law School. 


Alfred N. Butler, who occupied the 
position of Executive Assistant dur- 
ing the absence from that position of 
Mr. Cullen, has been appointed De- 
puty Superintendent assigned to the 
Albany office. Mr. Butler was for- 
merly with the Insurance Department 
as Chief Examiner of Fire Com- 
panies. 
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Carolina Mutual THE Carolinas 
Agents Organize Association of 

Mutual Insurance 
Agents was organized at Greensboro 
at a meeting held on June 17th. Rich- 
ard P. Settle of Greensboro was 
elected the first president and the as- 
sociation has 25 charter members 
from the two Carolinas. Other offi- 
cers elected are: R. Crosan Rose of 
Charlotte, vice-president; J. K. 
Franklin of Charlotte, secretary and 
H. A. Mann of High Point, treas- 
urer. It was generally agreed by the 
members that the future is promising 
for mutual insurance agencies in the 
South. 


The new organization will be affili- 
ated with the National Association of 
Mutual Insurance Agents with head- 
quarters in Washington. 


Insurance Almanac THE new In- 
Is Now Ready surance Alma- 
nac, published 


by the Weekly Underwriter, has re- 
cently been completed. This publica- 
tion is one of the most comprehensive 
reference works on insurance avail- 
able and contains data of widely vari- 
ous kind, from biographical sketches 
of men prominent in the insurance 
business to summaries of the loss sus- 
tained by the various companies in 
different fields of insurance. In it one 
can find such diverse information as 
the census of eighty-four leading 
cities in the United States and the 
names of those attorneys who special- 
ize in insurance business in Des 
Moines, lowa. Complete data con- 
cerning the officers and directors of 
practically all insurance organizations 
of more than local scope is included. 
This work will undoubtedly be very 
valuable to any one who needs a 
quick source of miscellaneous infor- 
mation about personages and com- 
panies now in the insurance business. 


As Sir Edward AN interesting sur- 
M. Mountain vey of the insurance 
Sees America situation in America 
was given in the re- 
port of Sir Edward M. Mountain, 
Chairman and Managing Director of 
the Eagle Star and British Dominion 
Insurance Company, in his annual re- 
port to his stockholders. In comment- 
ing upon underwriting conditions in 
the United States, he said: 


“For some years past the fire under- 
writing situation in America has been 
artificial. During the period of financial 
prosperity securities rose in value in an 
astonishing manner. The investment 


side of the business received more at- 
tention than the underwriting side, and 
the more premiums the companies ac- 
cumulated and invested the greater were 
the profits shown, but it was not from 
underwriting.” 
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Sir Edward expressed confidence 
in the ultimate recovery of business 
in America and stated that his com- 
pany was endeavoring to preserve its 
organization intact so that it may reap 
the reward when prosperity returns. 


efforts 
of the casualty 
companies to 
secure a final and binding agreement 
on acquisition costs in connection 
with casualty insurance in Cook 
County seem to be on the point of 
success after a number of conferences 
between home office executives and 
Chicago general agents and branch 
managers. The question of how many 
branch offices and general agencies a 
company would be entitled to is ap- 
parently the only unsettled problem. 
A number of the general agents felt 
that they were entitled to a larger 
overwriting commission. How the 
public feels about it is verv likely to 
be seen in a steadily increasing share 
of this business going to the mutuals. 


Casualty Acquisition THE 
Costs in Chicago 


National 
Association of 
Insurance 
Agents, which plans to hold its an- 
nual convention in Philadelphia, Sep- 
tember 20th to 23rd, is attempting to 
secure the issuance of special postage 
stamps to commemorate the fact that 
Philadelphia is the first home of fire 
insurance. 


Suggestions for an TH E 
Insurance Stamp 


Might we suggest that if any such 
stamps are issued they should bear 
the likeness of Benjamin Franklin as 
the founder of mutual fire insurance 
or, if such proposal would be rejected 
by the stock interests, perhaps they 
would wish to use the fire mark of 
the Philadelphia Contributionship for 
the Insurance of Houses Against 
Loss by Fire, the first American in- 
surance company, which is still in ac- 
tive existence, and is a member of 
the Federation of Mutual Fire Insur- 
ance Companies. 


Companies Are MR. GEORGE S. 
Trustees For VAN SCHAICK, 
Policyholders the Superintendent 
of Insurance of 
New York, has always been notable 
for his broad viewpoint of insurance 
and has consistently shown the abil- 
ity to pierce through the superficials 
and grasp the fundamentals which 
underly the business. These remarks 
are inspired by a re-reading of a 
speech recently delivered in which he 
contended that all insurance com- 
panies are really trustees for the pol- 
icyholders. The following pertinent 
statement, contained in that speech 
may be of interest to our readers: 





“Insurance reduced to simplest 
terms is the pooling of resources to 
be used in emergency. Whether it 
be stock company or mutual, the pre- 
mium is the policyholders’ contribu- 
tion to the principal funds which will 
give protection. The management of 
an insurance company has a peculiar 
duty to society. Not in technical or 
legalistic sense but as a_ practical 
proposition such management occu- 
pies a trust relationship to its policy- 
holders. It holds the legal title to 
funds entrusted to its care for a defi- 
nite and specified purpose.” 


This relationship between policy- 
holders and management has been 
recognized by mutual companies 
throughout their history and is indeed 
the basis for their very existence and 
by the same token is responsible for 
their success. 


Valued Auto A case designed 
Policies Contested to test the right of 
in Oklahoma fire and casualty 

insurance com- 
panies to write a valued policy on 
automobiles is pending before the 
State Insurance Board, according to 
Jess G. Read, State Insurance Com- 
missioner and Board Chairman. The 
question arose in a complaint before 
the Insurance Board by Mott M. 
Key, Secretary of the Okklahoma 
Association of Insurers, against R. 
W. Drake, an agent representing the 
Consolidated Underwriters of Kansas 
City, charged with issuing “valued 
policies” on automobiles covering fire 
and theft. 


Says Education THE following 
Will Cut Losses is a_ healthy 

sign of the times : 
Rendering his annual report to the 
Governor, Charles C. Greer, State 
Superintendent of Insurance in Ala- 
bama, states that loss ratios on fire 
and casualty business were excessive 
in 1931. Mr. Greer attributes the 
losses almost entirely to ignorance, 
carelessness, thoughtlessness, reckless- 
ness or maliciousness and of these, 
ignorance he believes to be of most 
importance. To correct the situation 
he recommended that a text book 
dealing with the principles of insur- 
ance should be written in a form suit- 
able for school children and_ the 
subject taught in the upper grades of 
the public schools and in high schools. 
Superintendent Greer believes that if 
this were done it would lead to a dis- 
tinct falling off in the losses sustained. 


This is in line with the ideas of 
many educators who contend that 
youth may easily be trained in fire 
prevention methods. 

















When Does Can- AN _ interesting 
cellation Become case has recently 
Effective been decided by 


the New York 
Supreme Court on the question of 
when cancellation of an insurance 
policy becomes effective. In the case 
in question the insured decided to 
discontinue over $2,500,000 of in- 
surance and replace it with new 
policies. It therefore notified its 
brokers to cancel the old insurance, 
such cancellation to be effective as 
of October 1. On that day the broker 
wrote to the agent through which the 
policies had been written, the notice 
not being received, however, until 
October 3. 


The fire occurred on October 1 at 
3 p.m. and the question presented 
was whether only the new insurance, 
which had been taken out to replace 
the policies to be cancelled, was lia- 
ble for the loss, or whether the old 
policies should contribute thereto. 


The court held that the cancella- 
tion was not effective until the in- 
surer, or his agent authorized to ac- 
cept and receive such notice, has 
been definitely notified. The policies 
therefore were in force at the time 
of the fire. Judgment was given upon 
them as contributing insurance. 


SO 


Poetry and Odd as it may seem 
Casualty Rates to introduce a sub- 
ject so apparently 

dry and technical as casualty insur- 
ance rate making, with a poetic quo- 
tation, the genius of the notable G. F. 
Michelbacher does the trick with ease 
and grace. The occasion was the fore- 
word of his address before the recent 
meeting of the Casualty Actuarial 
Society in which under the caption 
of “Criticisms and Answers” he 
begins: 
From time to time 
I have laid my heart bare before you 
And you did not like it. 
So I must point out to you 
It is my heart, not yours. 
My wrongness, perhaps, 
Is dearer to me 
Than your rightness. 
Yet you must not think 
That when I disagree with you 
I dislike you. 
On the contrary: é 
I love you for having ideas of your own. 
I know how you came to have those ideas, 
And they are precious to you. 

“The Tolerator’ from ‘Translations from the 

Chinese,” by Christopher Morley. 

In times past we have often dis- 
agreed with Mr. Michelbacher, and 
we do not follow him wholly in the 
present instance but, since he admits 
that it shows no lack of respect to 
disagree, we are glad to print his re- 
marks, which from the standpoint of 
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good writing at least are expressed 
with a touch of genius. Here is the 
address : 


Actuarial science has been practiced in 

¢ the field of casualty insurance for less 
than twenty-five years. In this compara- 
tively brief period, actuaries have labored 
valiantly to overcome all manner of dif- 
ficulties. They have made progress; but, 
speaking frankly, their accomplishments 
are not to be compared with those achieved 
in the field of life insurance, where such 
problems as rate-making and the establish- 


ment of reserves have been reduced to 
definite formulae which have _ universal 
sanction. 


This failure to produce unequivocal re- 
sults has irked some executives, who have 
expressed their exasperation in no uncer- 
tain terms. In fact, a feeling seems to exist 
in certain quarters that the business would 
be infinitely better off today if actuaries 
had not invaded it with their clumsy at- 
tempts to master problems which might 
have been solved more satisfactorily by 
persons endowed with “common. sense” 
rather than a penchant for “the scientific 
method.” 

We cannot afford to ignore this attitude, 
unreasonable as it may be, for our oppor- 
tunity to continue to work under the best 
conditions depends upon our ability to en- 
joy the support and confidence of the ma- 
jority of chief executives. Once the opinion 
prevails that our efforts are fruitless, we 
shall be discredited and the important tasks 
upon which we are now engaged will be 
delegated to others. 

If those who would arraign the members 
of this Society were required to furnish 
a bill of particulars, their criticisms would 
fall into two classes as they have to do, 
first, with the actuary himself and, second, 
with the results which he produces. It 
may be instructive to present these cri- 
ticisms and then to attempt to formulate 
answers to them. At least it can do no 
harm to see just where we stand in this 
important matter. 


So> 


Il If all the criticisms of casualty actu- 
* aries were rolled into one and re- 
duced to a cartoon, the result would 
resemble the popular conception of the 
absent-minded professor. The actuary is 
pictured as functioning in an intellectual 
vacuum quite removed from every prac- 
tical phase of business activity. He is sur- 
rounded by charts, tables, calculating ma- 
chines and mathematical equations. 

The experience of the carriers comes 
to him, not as a dramatic, living record 
of success or failure in measuring the 
insurance cost of individual industries and 
risks, but as a collection of dry, statistical 
facts. From these facts, he makes certain 
deductions and by a process just as me- 
chanical as that of his calculating machines, 
he grinds out rates. Emotion, inspiration, 
imagination—these have no place in his 
professional conduct. ; 

Everything he does is done according 
to plan or formula; each fact fits precisely 
into the scheme and results are inevitably 
produced by logical reasoning which dic- 
tates an inescapable conclusion. Mathe- 
matics is his god; logic, statistics and the 
Hollerith machine are his handmaidens. 

He can, with impunity, give free play 
to his experimental inclinations. As one 
who is a friend, as well as a severe critic, 
has said in discussing the proceedings of 
this Society, “Here we can gather together 
with our a’s and our b’s and our x y 2’s 
and our graphic outlines to postulate the 
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cost of this and the incidence of that, and 
if our calculations happen to go awry, we, 
individually, are not a penny the worse.” 

After the actuary has deliberated, set up 
his equations and proclaimed his results, 
he retires to the seclusion of his study, 
there to receive, in due course, a new set 
of statistical facts and to repeat the process 
of rate-making. Agents may howl, policy- 
holders may become hysterical, state super- 
vising officials may issue edicts, executives 
may rave—a veritable storm may threaten 
to tear the business asunder—but there 
the actuary sits unmoved in the midst of 
confusion and impending catastrophe, se- 
rene in mind, unwilling to discard theory, 
confident in the scientific integrity of his 
results, and thoroughly satisfied with them. 





A queer, unfathomable person, if you 
ask me! 


ownoewwy 


III Just what kind of results may a 
e person so thoroughly insulated 
against the stern realities of business life 
be expected to produce? Our critics also 
have plenty of ideas to contribute on this 
subject. 


Having been produced by the light of 
“the lambent fires and coruscations that 
play about the aurora borealis of abstract 
mathematics,” rates cannot be expected 
to take account of those practical con- 
siderations which make for successful ap- 
plication. The rating system is too com- 
plicated: it is too difficult to obtain the 
rate for an individual risk and well nigh 
impossible to explain it satisfactorily to 
the policyholder once it has been deter- 
mined. And, after all this rigmarole, the 
rate is usually wrong; that is to say, it 
does not accurately measure the hazards 
of the risk. 


No concessions whatever are made to 
expediency. Doing the right thing at the 
wrong time seems to be the proper pro- 
cedure. Just when the good will of the 
community is required, an increase in 
rates is imposed upon them; when they 
are prepared for an increase, rates are 
reduced. The individual policyholder is 
told that if he maintains his injury record 
on a certain level, he will be rewarded by 
a lower rate: he has an almost perfect 
year and his reward is a higher rate! 


There is too much’ experimentation. 


Producers are handed a rating system, 
which is heralded far and near as the 


best ever: next year this system is dis- 
carded and another, diametrically opposite 
in theory and operation, is promulgated. 
Classifications, rates, merit rating plans, 
and all the paraphernalia of rating change 
so frequently that there is no keeping up 
with them. In January of this year the 
rule says, “Do this’; next August a new 
rule on the same point will say, “Do 
that.” Today a particular group of risks 
has its own classification; tomorrow this 
special classification will be abolished and 
these risks will be thrown into a broader 
classification whose wording only indis- 
tinctly describes them, if, in fact, it de- 
scribes them at all. 


But that is not all! Because the actuary 
is unwilling to attempt to predict the 
future, his rates fail to measure trends. 
They reflect only the past, when “com- 
mon sense” dictates the inescapable con- 
clusion that the future will be far dif- 
ferent. The rating system is not flexible 
in other respects. It takes too long to in- 
troduce changes made necessary by the 
impact upon the business of current de- 
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s< cic yI- 
The result 
measure the 


velopments in politics, economics, 
ogy and other similar factors. 
is that rates never exactly 
conditions at any time. 

A very, 


very sad and deplorable situa- 
tion, 


if you ask me! 
So much for the criticisms! now for the 
answers. 


YD 
I The criticisms of the actuary him- 
e self might have been in order at 


one stage of the game, but they are no 


longer tenable. 

Early actuaries were required to pioneer 
in a field which had produced little or no 
statistical experience. They necessarily re- 
sorted to empirical methods and it must 
be admitted that they were somewhat an- 
tagonistic to the ideas of “practical’ peo- 
ple. I well remember one influential actu- 
ary who seemed to be physically wounded 
when some pragmatic person proposed to 
discard a formula or to modify a result 
produced by a logical, painstaking actu- 
arial process. 

I maintain that actuaries have changed 
with the times. They are older in experi- 


ence. As the business has expanded, their 
horizons have also expanded. Many of 
them are now executives with broad re- 


sponsibilities. They share today—finan- 
cially and otherwise —the successes and 
failures of the business so that if rates 
are inadequate, they suffer in a tangible 
way. Long years of contact with execu- 
tives, state supervising officials, legislative 
committees, producers and_ policyholders 
have impressed upon them the absolute 
necessity of recognizing all of these ele- 
ments in the solution of rating problems. 
They realize that they must keep in touch 
with developments outside the business, 
since medical, legal, legislative, political, 
economic and social factors may radically 
affect the problems which occupy their at- 
tention. 


not ready to discard entirely 
actuarial science, mathematics and logic as 
working materials: but they are far less 
prone to insist that these shall be used ex- 
clusively and that no concessions what- 
ever shall be made to practical considera- 
tions. In short, they have progressed. 
They cannot claim perfection—but in the 
present stage of development of a_busi- 
ness which is itself still young and in 
the process of growth, they are as compe- 
tent as any set of technicians that could 
be gathered together to cope with the 
problems in their particular field. 


They are 


Without desiring in any way to “pass 
the buck,” it may be noted that there 
never was a time when actuaries had an 
absolutely free hand in rate-making. The 
actuarial committee has always been a 
subsidiary committee. The real and final 
power has always resided in committees 
composed primarily of executives and un- 
derwriters. It is not unreasonable to 
demand that these executives and under- 
writers, who, no doubt, would wish to be 
classified as practical men, should assume 
their fair share of the criticisms directed 
against rates. 


To be sure, actuaries have supplied 
much of the procedure of rate-making 
and the practical men, with final authority, 
may claim that thereby their decisions 
were necessarily restricted. This is a fact: 
but I venture to say that without the log- 
ical structure of rate-making erected by 
actuaries, our rate-making process today 
would be in far worse condition than it 
is. The practical men not only used the 
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structure; they demanded it 
have been lost without it. 

At one time, a clever person, equipped 
only with a blank piece of paper and a 
pencil and endowed with a logical mind, 
might have produced a set of. empirical 
rates. Today this is impossible. A great 
mass of data is available and the practical 
man knows better than to tackle the prob- 
lem of rate-making until someone has 
analyzed and interpreted these data which 
constitute the great inescapable back- 
ground of rate-making. After that has 
been done (and the actuary is particularly 
well qualified for this important task), 
it is a fact that very little remains to be 
done to produce final rates. Let the prac- 
tical man make the most of his opportuni- 
ties if he will! The actuary will not stand 
in his way, provided there is a definite un- 
derstanding at the outset as to where the 
responsibility will rest for justifying the 
final results. 

If the experiment were not fraught with 
grave danger for the business, it would be 
extremely illuminating to gather together 
our severest critics, incarcerate them in 
an institution where their activities could 
be observed, and demand that they assume 
the entire burden of rate-making. I ven- 
ture to say that some very queer results 
would be forthcoming. And I predict that 
the group would gladly forego the priv- 
ilege of rate-making after a short trial. 
They might even promise to refrain there- 
after from criticism if the responsibility 
of producing rates were taken off their 
hands. They would discover that it is far 
easier to criticise than to occupy the posi- 
tion of one who is the target of criticism! 


and would 


V Criticism of the results produced by 
¢ actuaries fail to take into considera- 
tion the nature of the problem of rate- 
making in the field of casualty insurance. 

The business is new and lacks stand- 
ardization: experimentation is, therefore, 
necessary in order that we may discover 
the best methods of rating. It is a mis- 
take to refer to any plan of rating as a 
“permanent plan’ for amid conditions 
which are subject to change, nothing is 
permanent. It is foolish, also, to insist 
upon the retention of the status quo and to 
resist innovations, since this can only re- 
sult in the maintenance of rating plans 
which are hopelessly out,of line with mod- 
ern trends of thought and present day 
conditions. Pioneering is always an ex- 
citing business: but it has its hardships as 
well and one of these is the necessity of 
accommodating oneself to changes until 
the time comes to establish a relatively 
permanent order of things that can endure. 

Not only is the business itself devel- 
oping so that it may normally be expected 
to present different aspects as time passes ; 
it is particularly susceptible to sudden 
changes because of external factors which 
affect conditions generally. Often a com- 
bination of circumstances within and 
without the business produces extremely 
radical changes which no amount of study 
and foresight could predict. One has a 
feeling that the problem of rate-making 
is never quite the same twice in succes- 
sion. 

No final program of rate determination 
can be formulated under these conditions. 
Nor can anyone guarantee that the rates 
promulgated today for use during the next 
twelve months will accurately measure 
the conditions which will determine the 
cost of that period. This does not detract 
from the value of our accumulated ex- 
perience, nor should it cause us to discard 





orderly methods of procedure: but it very 
clearly explains our inability to duplicate 


the achievements of our life insurance 
friends, who are dealing with a problem 
that stays put reasonably well, whereas 


ours is as active as an over-zealous flea 
(and just as annoying). 

More and more the demand is for cor- 
rect rates, not in the aggregate or for 
broad classifications, but specifically for 
individual risks. When broad averages 
are discarded and an attempt is made to 
establish even an approximation to the 
proper rates for individual risks, many 
difficulties are encountered. Those who 
hope for greater simplicity in casualty in- 
surance rating are doomed to: disappoint- 
ment, for the trend is obviously in just 
the opposite direction. Merit rating, graded 
expense loading, sliding scales of commis- 
sion and similar expedients seek to do 
greater justice to individual risks, and 
all must inevitably result in greater com- 
plexity of the rating process. 

Finally, there is no branch of the insur- 
ance business where rate-making is so 
thoroughly subject to state supervision. 
This is an established condition which 
cannot be evaded: in fact, the influence 
of state supervision will increase, rather 
than diminish. With state supervision, 
everything that is done must be susceptible 
of complete analysis and justification. 
Guessing contests with state officials will 
usually result in a victory for the ‘state. 
This has forced greater use of facts and 
formulae and has reduced the opportuni- 
ties for the employment of personal judg- 
ment in rate-making. 

We are counseled not to treat supervis- 
ing officials “like children to be circum- 
vented, rather than seriously minded adults 
to whom the problem and its solution 
should be demonstrated.” That is exactly 
how we do treat supervising officials. But 
we must recognize that the official occu- 
pies an unenviable position in that he is 
the buffer between the carriers and the 
insuring public. Assume that the carriers 
request an increase in rates, which does 
not rest upon an absolute statistical foun- 
dation: if the state official gives his ap- 
proval, he is placed in the position of 
“playing a hunch,’ which he is unable to 
justify to his constituents, who invariably, 
nowadays, demand a very careful account- 
ing of every decision requiring increased 
expenditures on their part. 

No one who has attended rate hearings 
and has heard the loud protestations of 
attorneys representing groups of policy- 
holders, would relish the thought of at- 
tempting to justify increased rates on the 
plea that various generalizations pointed 
to a higher cost next year. Even the prac- 
tical man must recognize the impossibility 
of doing this. The public has become 
rate-minded and demands to know exactly 
why. Hunches and illusory expectations 
will not satisfy this demand for partic- 
ulars. 

Then there is always the possibility 
that rate questions may get into the courts. 
We have had little or no experience with 
this aspect of the problem; but I am bold 
enough to predict that the very first time 
the carriers resort to the courts to en- 
force their right to charge higher rates 
based in whole or in part upon the exer- 
cise of “judgment,” they will fail to es- 
tablish their case. There are too many 


facts available and the nature of the prob- 
lem is too uncertain to make it possible 
either to ignore past experience entirely or, 
accepting its indications, to seek to modify 
them so that they will represent the prob- 
(Continued on next page, second column) 

















Commissioners 


Convention 
(Continued from Paage 26) 


which the Commissioners’ committee 
submitted and was later adopted by 
the convention. 


Previous to adjournment Clarence 
Hobbs, the Commissioners’ represen- 
tative on the National Council and 
who undoubtedly will have a voice in 
the final disposition of disputed ques- 
tions, stated his view of the case. A 
pertinent paragraph from his talk was 
as follows: 


“The rate increases which were made in 
consequence of that resolution are proba- 
bly inadequate. The Council has assembled 
loss ratio data covering the policy year 
1930, modified to the rate levels, as closely 
as possible to the rate levels in existence 
at the time, and those would indicate that 
if we were this year to repeat the process 
of last year, fix the rate levels at the level 
of the last available policy year, that is, 
1930, and go through the same projection 
of medical costs and the same emergency 
loading of 2% percent, equivalent to about 
12 percent in rates, it would necessitate an 
increase of about 9.1 percent.” 

During the course of the afternoon 
session the convention adopted a reso- 
lution disposing of the entire matter 
in the following words: 


“WHEREAS, it has been represented 
to the National Convention of ,Insurance 
Commissioners that the emergency recog- 
nized as existing by the Convention at its 
June 1931 session still exists in more 
aggravated form, and 


“WHEREAS, the National Convention 
of Insurance Commissioners appreciates 
that the general conditions affecting insur- 
ance carriers make it imperative that the 
countrywide level of compensation rates be 
clearly and unquestionably adequate to 
meet losses and reasonable expenses, and 


“WHEREAS, the public interest re- 
quires that rates be adequate so as to pre- 
serve the solvency of the companies and 
insure their ability to pay the compensation 
due to injured workers and to the widows 
and orphans of those killed in industry, 
and thus prevent loss either to the em- 
ployer who has purchased compensation 
insurance or to the workers and their fam- 
iles who are the beneficiaries under the 
contract, 

“Be it resolved that the National Con- 
vention of Insurance Commissioners be- 
lieves the emergency warrants an imme- 
diate and general increase in compensation 
rates. The National Convention does not 
undertake to determine what amount of 
increase the circumstances warrant. They 
do believe that the necessities of carriers 
require the National Council to act in this 
matter with all possible promptness.” 


Sr 
ele company Officials 
took advantage of the occa- 
sion to hold committee meetings of 
their own on two days preceding 
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Most of these 


convention. 
stayed over for the Commissioners’ 
gathering, the list including: 


the 


A. F. Allen 
Eugene Arms 
S. Bruce Black 
E. J. Brookhart 
J. W. Buckingham 
W. H. Burhop 
John W. Cronin 
F. A. Fleming Chas. M. Smith 
J. A. Gunn R. A. Wheeler 

Mr. Hodges unfortunately could 
stay only a few hours, having been 
called back to Boston by the sud- 
den illness of his young son. He 
made the return trip by plane and 
found the child’s condition serious 
but promising full recovery. 


H. G. Hagge 

C. E. Hodges, Jr. 
James S. Kemper 
Mark Kemper 

W. R. Mengelberg 
F. R. Mullaney 
Walter E. Otto 


Soom 


Criticism and Answers 
(Continued from Preceding Page) 
able cost of an obviously unpredictable 

future. 

Furthermore, it is an unfortunate fact 
that our record for guessing has not been 
such as to inspire even our own confidence. 

The best we can hope to accomplish is 
to prevail upon supervising officials and 
the courts, if necessary, to grant us a 
margin of safety in the form of a con- 
tingency factor as a defense against the 
uncertainties of the future. This consid- 
eration, I believe, we are entitled to re- 
ceive, provided we adhere in all respcts to 
the indications of past experience—a con- 
cession on our part which involves disad- 
vantages because of the great difficulty of 
ascertaining accurately the experience of 
the immediate past. But that is another 
story which has been told so often that it 
requires no further repetition. 


SO 


What attitude should the casualty 

e actuary maintain under the condi- 

tions which now confront him? The fol- 

lowing suggestions are offered for what 
they may be worth. 

So far as possible, he should maintain 
an open mind and be willing to consider 
any and all suggestions, for many years 
will elapse before we develop a rating 
structure that will stand the test of time 
and, in the interim, every new idea is en- 
titled to its day in court. At the same 
time, he should constantly strive to per- 
fect his methods and render his materials 
and equipment more efficient. 

He should develop a broad interest in 
all phenomena that even remotely affect 
the business of casualty insurance, for it 
is not improbable that the clue to impor- 
tant factors affecting rates will be found 
in statistical facts outside the usual “ex- 
perience” which today provides the ex- 
clusive materials for rate-making. Partic- 
ularly should he seek to comprehend and 
cater to the requirements of supervising 
officials, agents and policyholders, for a 
rate that is timely, intelligible and justifi- 
able, as well as actuarially sound, is an 
achievement to be devoutly desired. 

He should be willing to accept responsi- 
bility for his results and should seek to 
attain greater accuracy in measuring the 
hazards of individual risks. 

His platform may well be that of a 
scientist like Sir James Jeans, who says 
in “The Universe Around Us”: 

“Science advances . . . by providing 
a succession of approximations to the 
truth each more accurate than the 
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last, but each capable of endless de- 
grees of higher accuracy. . . . Guess- 
ing has gone out of fashion in science: 
it was at best a poor substitute for 
knowledge, and modern science, es- 
chewing guessing severely, confines it- 
self, except on rare occasions, to as- 
certained facts and the inferences 
which, so far as can be seen, follow 
unequivocably from them.” 

Thus equipped with a purpose, supple- 
mented by adequate machinery and a prop- 
er mental attitude, I venture to prophesy 
that the casualty actuary will one day 
place the problem of rate-making upon a 
basis which will be beyond criticism. 


* * * 


High Rates Hinder THE Canadian 
Use of New government at 
Canadian Port great expense 

constructed a 
railroad from the Canadian northwest 
to Hudson Bay with the hope of pro- 
viding a convenient low cost outlet 
for shipments of grain and live stock 
to Europe. The new route, with its 
Canadian terminal at Port Churchill 
has been only slightly used, both be- 
cause of the short shipping seasen 
and the hazards of the route. One 
of the main difficulties facing those 
who sponsored the project is the very 
high rate being charged by the marine 
underwriters for any shipments which 
have their origin at Port Churchill. 
The marine insurance rates are ap- 
proximately five times the normal 
quotation which of course raises the 
shipping rate. 


The Dominion authorities are ex- 
ercising pressure to induce Canadians 
to use the Hudson Bay route and it 
is their belief that experience will 
show that the present rates are exces- 
sive and can be greatly reduced. 


oT Sy —> 


Windstorms 


(Continued from Page 24) 


the wind blew more than 40 miles 
per hour for over a hundred consecu- 
tive hours. Northeast winds of more 
than 50 miles per hour occur fre- 
quently in the east, and along the 
Atlantic Coast velocities up to 90 
miles per hour have been known. 


Qo 


Adjusting Claims 
(Continued from page 20) 
represented in the same manner and 
with the same effect as the testator 
or intestate might have done.” The 
court in upholding the above com- 
promise said: “The power of an 
executor or administrator at common 
law to compromise or submit to arbi- 
tration disputed claims in favor of 
or against the estate which he repre- 

sents is undoubted.” 











32 JourRNAL OF AMERICAN INSURANCE 


INSURANCE COMDPANT 


MARINE INSURANCE 


OCEAN—INLAND—YACHT 


Inland Marine Mutual Policies 


Inland Marine policies have become an important factor in providing complete protec- 
tion of property. 

These policies are now available in the Atlantic Mutual, the largest Company in the 
United States writing exclusively Ocean Marine, Yacht and Inland Marine insurance. 
Although Atlantic Mutual policies are written on a cash participating basis, the policies 


i ble. 
aaa aati: Latest Dividend 15% 


LOSSES PAID IN EXCESS OF $185,000,000 
DIVIDENDS OF PROFIT TO POLICYHOLDERS OVER $115,000,000 


Inquiries Invited Direct or Through Agents or Brokers 


Atlantic Mutual 


Insurance Company 
(Chartered 1842) 
HOME OFFICE: ATLANTIC BLDG., 49-51 WALL ST., NEW YORK 


BRANCH OFFICES: 
BOSTON CLEVELAND CHICAGO 
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INVESTMENT | 


| td laymen realize the importance of the investment of funds in 
the operation of an insurance company. Not more than one 
prospective policyholder out of a thousand inquires into this aspect 
of a company they are considering. 


Bancstment at The investment policy of an insurance corporation is perhaps 
the one most important link in its chain of protection to policy- 


Stevens Point es oot p 
-_ P holders. It is in addition an important source of revenue. 


As of December 31, 1931, the = . P . 
Hardware Mutual Casualty Mutual companies have made an outstanding record in the in- 
Company had over $3,300,- vestment of funds. This has made itself particularly manifest in 
000.00 invested in — of the past two years, when security values have had the most marked 
the highest rating. Not one  hrinkage in history and disaster has left few private or corporate 
dollar of principal or interest , 

was tn Geteuls. investment structures untouched. 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 


















































@ Their highest efficiency 
lies in the fact that they are 
mature counsellors thor- 
oughly grounded in the 
fundamentals of insurance. 
Their job is to render as- 
sistance to the public in all 
of its insurance activities. 
They are trained to make 
complete policy audits and 
render insurance counsel 
as a doctor would lend 
medical advice to a patient. 





This map graphically shows how Fed- 
eral representatives blanket the entire 
country. They work out of nine de- 
partment offices located so as to ren- 
der the most prompt, efficient service. 


Ps ne A OE Pa SE ee 


Federal representatives 
sive able. generous service 





@ Before a Federal rep- 
resentative is permitted to 
call on insurance buyers, 
he is thoroughly trained on 
the basic insurance prac- 
tices. Even though he has 
had years of experience, 
the training is compulsory. 
This painstaking insurance 
education assures able and 
competent advice to the in- 
suring public. Federal 
representatives are also in- 
structed to be generous 
and helpful with their 
competent advisory service. 


Federal representatives are 
specialists in their line, 
devoting their full time and 
effort to insurance. Not 
selling imsurance _ secon- 
dary to a real estate busi- 
ness or law practice, they 
have an up-to-date knowl- 
edge of recent happenings 
in the insurance world. 


They keep well informed. 




















Federal Hardware & Implement Mutals 


RetariL HARDWARE Mutual Fire INSURANCE Co. 
MINNEAPOLIS, MINNESOTA 


HarpwareE DeaALers MuTuat Fire INSURANCE Co. 
STEVENS Point, WISCONSIN 
MINNESOTA IMPLEMENT MuTuAL Fire INsurRANCE Co. 
OwaTonNna, MINNESOTA 





The Symbol of .. 
Safety . .. Service 
and Savings .. . 























EXCESS UNDERWRITERS, INC. 


75 FULTON STREET 
NEW YORK CITY 


Underwriting Managers Excess and Reinsurance 





SECURITY MUTUAL CASUALTY COMPANY 
CHICAGO, ILLINOIS 


~ 


1930 1931 
Assets $9,576,908.43 


Voluntary Reserve 
and Surplus .... - 6,380, 184.44 6,340,782.95 


Bonds and’ Stocks for $93! at Insurancd Commissioners’ 
Convention Valuations * 


FINANCIAL STRENGTH — LIBERAL TREATIES 


Years of Reinsurance Experience 





Your Correspondence Solicited 


EXCESS UNDERWRITERS, INC. 


75 FULTON STREET 
NEW YORK 


J. P. Gibson, Jr. W. K. Fletcher 
Manager Ass't Manager 























